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LETTER OF SUBMITTAL. 



Federal Trade Commission, 
WasMngton^ January 5, 1921. 

To the Congress of the United States : 

The Federal Trade Commission herewith submits a report on the 
production, pipe-line transportation, refining, and wholesale market- 
mg of crude petroleum and petroleum products in; the State of 
Wyoming. The facts set forth in this report were developed in the 
course of an inquiry into the petroleum industry of Wyoming^ which 
was made under authority of section 6, paragraph (a) of the Federal 
Trade Commission Act which gives it power " to gather and compile 
information concerning, and to investigate from time to time the 
organization, business, conduct, practices, and management of any 
corporation engaged in commerce, ♦ ♦ ♦ and its relation to 
other corporations, and to individuals, associations, and partner- 
ships." 

The attention of the Commission was drawn to the situation in 
Wyoming by a complaint regarding certain alleged unsatisfactory 
conditions in connection with the production and sale of crude pe- 
troleum marketed under certain contracts in the Salt Creek Wyoming 
Field. It soon became evident that there were monopolistic condi- 
tions in the production, pipe-line transportation, refining, and whole- 
sale marketing of crude petroleum and its products throughout the 
entire Rocky Mountain section, and the scope of the Commission's 
inquiry was broadened to include such phases of the petroleum busi- 
ness of that section. 

Wyoming is now the important crude-oil producing State in the 
entire Bocky Mountain region. Its annual production first became 
important in 1912, when about 1,570,000 barrels were produced; 
while in 1919 the production was about 13,583,000 barrels, and in 
1920 it will probably reach 17,000,000 barrels. The only commercial 
production in other States of this region during the period covered 
by this report was in Colorado and that was comparatively small. 

The geographic isolation of the Wyoming oil fields with reference 
to the prolific Mid-Continent and California fields and the absence of 
pipe-line transportation to large consuming centers makes it neces- 
sary for the producer to sell his crude petroleum to local refining 
companies. The only refineries outside of the State that purchase 
Wyoming crude are comparatively ^mall ones which are largely' de- 
pendent upon this source of supply. These refineries are located in 
Colorado, Utah, and the Province of Saskatchewan, Canada. 

There is greater concentration i|l the control of the production of 
crude petroleum in the Wyoming oil fields than in any other field 
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8 LETTER OF SUBMITTAL. 

in the United States. The Midwest Befining interests, which accord- 
ing to admissions of representatives of both the Standard Oil Co. 
(Indiana), and of the Midwest Refining Co., are for all practical 
purposes under the control of the Standard Oil Co. (Indiana), 
together with other Standard Oil companies now control the bulk 
of the crude petroleum produced in Wyoming. This control on 
the part of the Midwest interests has been largely acquired through 
long-time contracts, which expire January 1, 1934. The Ohio Oil 
Co., a Standard company, has the largest owned production in the 
StatCj and in addition to this controls considerable quantities through 
working agreements. During the period 1917 to 1919 the Midwest 
interests controlled about 65 to 69 per cent of the State's production ; 
the admitted Standard interests controlled about 27 to 29 per cent; 
together these two interests controlled about 93 to 97 per cent of the 
total production. 

The Wyoming oil fields are so distant from large consuming cen- 
ters of refined products that no extensive pipe lines have been built to 
such points; and the different oil fields in the State are so widely 
separated that the pipe lines do not form a complete system, but con- 
sist of comparatifvely short lines which connect a single field with a 
refinery or railroad. 

Two companies directly operate practically all of the pipe-line 
mileage and transport nearly all of the crude petroleum marketed 
in Wyoming, namely, the Midwest Befining Co. and the Illinois 
Pipe Line Co., both of which are now Standard controlled companies. 
At the present time the Midwest Refining Co. owns and controls 
under lease about 46 per cent of the trunk-line mileage of Wyoming, 
and the Illinois Pipe Line Co. operates 53 per cent, while the two 
together control practically 99 per cent of the total mileage. During 
the period 1917 to 1919 these two companies together transported 
from 97 to 98 per cent of all the crude petroleum marketed in 
Wyoming. 

Although not required to do so by the State law, the Illinois Pipe 
Line Co. acts as a common carrier and has filed rates for its different 
lines. These rates compare favorably, in cheapness, with pipe-line 
rates in other fields. 

At the present time the Midwest Refining Co. and its subsidiary, 
the Utah Oil Refining Co., own and operate 85 per cent of the re- 
fining capacity operating on Wyoming crude petroleum, while the 
Midwest Refining Co. and other Standard Oil refineries operating on 
Wyoming crude petroleum own and operate 90 per cent of such 
capacity. During the years 1918 and 1919 the Midwest Refining Co. 
and its subsidiary, the Utah Oil Refining Co., purchased and refined 
approximately 94 per cent of all the Wyoming crude petroleum 
refined, excepting that refined in Canada. 

With a large proportion of the crude petroleum production in 
Wjroming controlled by the Midwest Refining Co. through contracts 
which run until 1934, and with the Ohio Oil Co. and other Standard 
companies in control of most of the remaining production, the ques- 
tion naturally arises, how can any independent refining company 
become a factor in this section fls^d what possible opportunity is 
there for future competition? 
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LETTER OF SUBMITTAL. 9 

The refineries operating on Wyoming crude petroleum have a vast 
but relatively sparsely settled area in which tp distribute their re- 
fined products, where there is little or no competition from refineries 
operating on Mid-Continent or California crude petroleum ; but the 
demand in this territory has not been sufficient to absorb all the 
products of these refineries. For example, gasoline produced in 
Wyoming has been sold as far west a& Spokane, Wash., and as far 
east as Des Moines, Iowa. 

The Midwest Refining Co., which alone consimied about 86 per 
cent of all the Wyoming crude petroleum refined in 1919, not in- 
cluding that refined in Canada, has elected to sell its products f . o. b. 
refinery to marketing companies instead of building up an organiza- 
tion to sell and deliver to retailers and consumers. 

The refined products sold by the Midwest Refining Co. since it 
began operations in March, 1914, have been largely sold to Stand- 
ard Oil marketing companies. From March 1, 1914, to December 
31, 1917, the value of sales to Standard Oil' marketing companies 
constituted about 73 per cent of the total ; in 1918 they were almost 
89 per cent ; in 1919 they increased to 90 per cent, while for the first 
half of 1920 such sales equaled about 88.6 per cent of the total value 
of all sales. 

The earnings of the Midwest Befining Co. reflect its position in 
the petroleum industry of Wyoming; the rate of such earnings in 
the oil business as shown by the company's records increased from 
4.4 per cent per annum in the first year to 33.1 per cent in 1919, with 
an average for the six-year period of 25.7 per cent. 

While control of the Midwest Refining Co. has not been admitted 
prior to 1920, Standaird interests have been alleged to have control 
particularly since 1917. In that year W. J. Hanna and H. S. Osier, 
who have been identified with the Imperial Oil Co. (Ltd.), of 
Canada, a subsidiary of the Standard Oil Co. f New Jersey) , bought 
110,000 shares, or about 28 per cent of the stock of the Midwest Ke- 
fining Co. The reason given for selling this stock was to bring into 
the management of the Midwest Refining Co. " strong and expe- 
riwiced oil men, whose ability, experience, and influence in the oil 
world would strengthen the position of the Midwest Refining Co. 
in its territory and other territory " ; and it was stated that these 
men were " to be put in control of the affairs of the company." 

Soon after this a voting trust was organized with H. S. Osier, 
John Evans, and R. E. Jones as the trustees. John Evans and R. 
E. Jones have both been connected with financial institutions, while 
H. S. Osier, the third trustee, was in 1919 one of the counsel of the 
Imperial Oil Co. (Ltd.), which is a subsidiary of the Standard Oil 
Co. (New Jersey). 

During the past year, 1920, the Standard Oil Co. (Indiana) , which 
has had close business relations with the Midwest Refining Co. since 
its formation, purchased 205,063 shares, or about 33 per cent, of the 
Midwest Refining Co.'s stock. This percentage is admitted by rep- 
resentatives of both of these companies to be sufficient to give the 
Standard Oil Co. (Indiana) practical control of the operation and 
policies of the Midwest Refining Cfo. 

27918—21 2 
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10 LETTER OF SUBMITTAL. 

The Commission transmits this report to Conffress under the vpow- 
ers granted it by paragraph (f) of section 6 of the Federal Trade 
Commission Act, which authorizes it " To make public from time to 
time such portions of the information obtained hj it hereunder, 
♦ ♦ ♦, as it shall deem expedient in the public interest; and to 
make annual and special reports to the Congress." 
Respectfully, 

Huston Thompson, Chairman. 



Digitized by 



Google 



THE PETROLEUM INDUSTRY OF WYOMING * 



ORIGIN AND SCOPE OF THE REPORT. 

Section 1. Origin of the report. 

An investigation of the petroleum industry of Wyoming has been 
made by the Commission in response to an informal complaint by a 
representative of several important producing companies in the Salt 
Creek, Wyo., oil field. After stating that 20-year contracts, dating 
from March 1, 1914, had been entered into between the Midwest Re- 
fining Co. and numerous producing companies in the Salt Creek, 
Wyo., oil field, whereby the Midwest Eefining Co. was to produce, 
transport, and refine the crude petroleum produced on the lands of 
these companies, market the refined products, and take from the pro- 
ceeds 15 cents per barrel for producmg, transporting, and marketing 
the same, and pay the lessors one-half of the remainder; the com- 
plainant alleged that the price paid to the lessors and to the Govern- 
ment for royalty was less than it should be under these contracts. 
The particular cause for complaint as given in the statement filed 
with the Commission was as follows : 

The Midwest Refining Company s refinery is at Casper, and adjoining it is a 
refinery owned and operated by the Standard Oil Company of Indiana. The 
Midwest Company claims that It is unable to further treat about 30 per cent 
of the oil, i. e., the cracked portion ; and this ostensibly is sold to the Standard,* 
and after being treated in the latter plant is bbugfht back by the Midwest Re- 
fining Company. This alleged sale and repurchase has the appearance of- a 
subterfuge to avoid accounting * * * for the portions derived from this 
transaction with the Standard/ 

Section 2. Scope of the report. 

Early in the investigation it became evident that there were certain 
monopolistic conditions in the Wyoming oil fields which made it de- 
sirable to broaden the scope of the inquiry and to make a compre- 
hensive study of the entire petroleum industry of Wyoming. 

This report deals principally with the development and control of 
the production, transportation by pipe lines, and the refining of 
crude petroleum in the State of Wyoming, particularly for the period 
1916-1919. A brief section is devoted to the production of crude pe- 
troleum in other Bocky Mountain States, but on account of the pres- 
ent dominant position of Wyoming production of crude petroleum 
no detailed information was obtained for other crude oil-producing 
States in the Rocky Mountain section. 

* Subsequent to the presentation of this report to Congress in manuscript, a few minor 
changes in text and figures were made in the copy submitted to the printer. 
1 Standard OJl Co. (Indiana). 
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\2 PETROLEUM INDUSTRY OF WYOMING. 

PRODUCTION IN COLORADO AND MONTANA. 

Section 3. The Bocky Mountain region. 

At the present time the production of crude petroleum in the 
Kocky Mountain region is obtained from Colorado, Wyoming, and 
Montana. Some prospecting is being carried on in New Mexico, 
Nevada, and Utah, but up to the present time crude petroleum has . 
not been found in commercial quantities in any of these States. The 
earliest development of production in commercial quantities in Colo- 
rado was obtained in the Florence Field, which is located in the 
valley of the Arkansas Biver, about 10 miles east of the base of the 
Rocky Mountains and 90 miles south of Denver. In 1902 a new oil 
field was discovered in. the northern part of the State near Boulder, 
Colo. Although test wells have been drilled in various parts of the 
State, the quantity obtained has been very small. The Florence and 
Boulder Fields are the only fields that have been developed in Colo- 
rado which have produced crude petroleum in commercial quantities. 
The crude petroleum produced in the Florence Field is d^rk green 
in color and of good quality of about 32° Baume ; while that obtained 
from the Boulder Field is a very superior light crude of about 42° 
Baume. 

The United States Geological Survey has reported the marketed 
production for Colorado annually since 1887. Prior to 1902 the en- 
tire production came from the Florence Field. The marketed pro- 
duction as reported by the United States Geological Survey is shown 
in Table 1. 

Table 1,— Marketed production of crude petroleum in Colorado by fields, in 
barrels of 42 galldns, 1887-1918. 



Year. 


Field. 


Total. 


Florence. 


Boulder. 


Other. 


1887 


Barrels. 
76,295 
297 612 
316,476 
368 842 
665,482 
824,000 
594,390 
515,746 
438,232 
361,450 
384 934 
444,383 
390,278 
317,385 
460,520 
385,101 
447,203 
483,596 
365,736 
278,630 
263,498 
295 479 
225,062 
193,482 
187,341 
190,498 
176,693 
215,548 
202,069 
191,486 
114,664 
134,895 


Barrels. 


Barrels. 


Barrels. 
76,295 


1888 






297; 612 
316, 476 


1889 






1890!". *.'.!." 






368,842 
665,482 
824,000 


1891 






1892 






1893 






594,390 
515,746 


1894 






1895 , 






438,232 
361,450 
384,934 
444 383 
390,278 
317,386 
460,620 
396,901 
483,925 
601,763 


1896 1 






1897 






1898 






1899 






1900 






1901 






1902. 


11,800 
36,722 
18,167 
10,502 
48,952 
68,353 
84,174 
85,709 
42,186 
37,973 
15,304 
11,796 
6,515 
6,376 
5,749 
5,847 
4,646 




1903 




1904. 




1905 




376,288 
327,682 
331,861 
379,658 
310, 861 


1906 




1907 




1908 




1909 


90 
4,126 
1,612 
250 
310 
710 
30 


1910 


239, 7M 
226,926 
206,062 
188,799 
222 778 
208,475 
197,285 
121,231 
148,286 


1911 


1912 


1913 


1914 


1916 


1916 


1917 . 


720 
3,745 


1918 






Total • 


10,807,006 


500,771 


11,593 


11,319,370 
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PETROLEUM INDUSTRY OF WYOMING. 13 

The production from other fields has been chiefly produced in 
Garfield, Rio Blanco, and Mesa Counties, 

The year 1892 shows the largest production of crude petroleum 
for the State of Colorado, when 824,000 barrels were marketed, while 
the largest production since 1892 was 501,763 ba/rrels in 1904. Since 
1904 the production of the State has declined to 143,286 barrels in 
1^18. The bulk of the production has always been obtained in the 
Florence Field, while that produced outside of the Florence and 
Boulder Fields has been very small. 

A number of small refineries have operated in Colorado for a short 
time and then closed down on account of the difficulty in securing a 
sufficient supply of crude petroleum. At the present time three 
companies are operating refineries in the State, viz, the Apex Re- 
fining & Drilling Co. at Loomis, Colo., with 126 barrels daily 
capacity, the Raven Oil & Refining Co., at Kanffely, Colo., 200 barrels 
daily capacity, and the United Oil Co., at Florence, Colo., with a 
daily capacity of 1,05.0 barrels. The first two companies are inde- 
pendent refiners, while the United Oil Co. is controlled by the Con- 
tinental Oil Co., which is a member of the Standard Oil group.^ 

During 1920 a substantial production has been produced in the 
Cat Creek Field, in Fergus County, Mont. The United States 
Geological Survey estimated the production for this field for the 
first 10 months of 1920 as 148,000 barrels. Since October the daily 

?Toduction has increased so that this State will probably produce 
rom 250,000 to 300,000 barrels during 1920. At the present time 
the bulk of this crude is being refined by the Midwest Refining Co. 
at its refinery at GreybuU, Wyo. 

THE WYOMING OIL FIELDS. 

Section 4. Position of the Wyoming oil industry. 

The geographic isolation of the Wyoming oil fields with reference 
to the prolific Mid-Continent and California fields has given the 
petroleum industry of Wyoming a vast, sparsely settled a^a in 
which to distribute its refined products with little or no competition 
from the refineries of Kansas, Oklahoma, or California. The rapid 
increase in crude oil production and refining capacity in Wyommg 
and the increasing demands for Mid-Continent products in the East 
and the shortage of gasoline in California has caused marketing com- 
panies in these latter sections to draw on Wyoming for stocks of 
gasoline. Striking evidence of this is found in the fact that during 
1919 and 1920 gasoline distilled in Wyoming refineries has been sold 
as far west as Spokane, Wash., and as far east as Sioux City and 
Des Moines, Iowa, although the freight rate per gallon from 
Wyoming is considerably greater to Spokane than the combined rail 
and water rates from California refineries ; and the freight rate from 
Wyoming refining plants to Des Moines, Iowa, is almost double the 
rate from refineries in southern Kansas and northern Oklahoma. 

^ It is common in the business world, as well as in general iM'actice, to distinguish 
between two groups of Interest in the petroleum Industry ; the one embracing the former 
subsidiaries of the Standard Oil .Co. (New Jersey) and affiliated companies; the other 
embracing the so-called ** Independents " or all other companies. The Commission has 
followed this usage and has designated one group as " Standard companies " and the 
other as " Independent companies." 
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PETROLEUM INDUSTRY OF WYOMING. 



The increase in the production of crude oil in Wyoming has been 
very rapid. An annual production of over 1,000,000 barrels was not 
obtained until 1912. In that year the marketed production was 
1,572,306 barrels. This represented an increase of 1,385,611 barrels 
oyer the previous greatest annual production in 1911. Each year 
since 1912 has registered a substantial increase. The total for 1919 
as reported by the Wyoming State Commissioner of Immigration 
was 13,580,000 barrels.^ The production increased greatly during 
1920 and probably will exceed 17,000,000 barrels. In 1916 Wyoming 
ranked tenth as a crude oil producing State. Its production more 
than doubled from 1916 to 1919, and in the latter year Wyoming 
ranked sixth as a producer of crude oil. 

The rapid growth of the Wyoming oil industry is of great im- 
portance, not only to the Mountain States, but also to those of the 
tacific coast. Its importance to the former is obvious, but the recent 
shortage of gasoline and fuel oil in the Pacific Coast States makes it 
necessary to either greatly increase the production of California 
crude petroleum or supplement California production by drawing 
on the Mid-Continent and Wyoming fields. Wyoming is the logical 
source of supply to supplement California shipments into Nevada, 
eastern Washington, and eastern Oregon. As stated above, supplies 
of gasoline were shipped from Casper, Wyo., to the Spokane terri- 
tory during 1919 and 1920. The proportion of gasoline obtained from 
Wyoming crude is very large compared with that from Cali- 
fornia. In 1919 the Wyoming crude production equaled only 
13.4 per cent of the California crude production, while the gasoline 
obtained from Wyoming crude was 56.9 per cent of that produced in 
California. The importance of the Wyoming oil industry as a source 
of gasoline supply for the northern Pacific Coast States is presented 
in the following table, which shows the percentages which Cali- 
fornia and Wyoming crude and gasoline production are of the total 
for the United States. 

Table 2. — Quantity of crude petroleum marketed and gasoline produced in 
the United States j California, and WyoTnmg and the percentage of the total 
for the United States supplied by each State, 1916-1919. 

CRUDE OIL PRODUCTION. 



Year. 



1916 
1917 
1918. 
1919. 



United 3tates,a 
total barrels. 



300,767,158 
335,315,601 
365,927,716 
377,719,000 



California field, b 



Total barrels 



91,822,362 
97,267,832 
101,637,870 
101,221,784 



Per cent 

of United 

States 

product. 



30.5 
29.0 
28.6 
26.8 



Wyoming field, c 



Total barrels 



6,234,137 
8,978,680 
12,596,287 
13,580,000 



Per cent 
of United 

States 
product. 



2.1 
2.7 
3.5 
3.6 



a U. S. Geological Survey. 

b Standard Oil Bulletin. 

e U. S. Geological Survey, 1916-1918, Commissioner of Immigration, State of Wyoming, 1919. 

* Reports to the Commission from producers show a production of 13,583,006 barrels. 
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Table 2. — Qmntity of crude petroleum marketed und gasoline produced in 
the United States, California, ami Wyoming, etc. — Continued. 

GASOLINE PRODUCTION.! 





United States, 
total barrels. 


Oalifomia field. 


Wyoming field.* 


Year. 


Total gallons. 


Per cent 

of United 

States 

product. 


Total gallons. 


Percent 
of United 

States 
product. 


1916 


2,058,880,596 
2,850,546,423 
3,570,312,963 
3,957,857,097 


309,480,999 
386,821,866 
434,392,494 
417,792,940 


15.0 

13.6 

•12.2 

10.6 


76,116,480 
160,076,916 

237,713,872 


3.7 


1917 


5.6 


1918 


5.9 


1919 


6.0 







1 U. S. Bureau of Mines. 

> Includes a small quantity produced from Colorado crude petroleum. 

For a number of years California has ranked as the first or second 
largest crude oil producing State in the country, but its crude yields 
a small percentage of gasoline, while Wyoming has a comparatively 
small production of crude petroleum, it is fast becoming an impor- 
tant factor in gasoline production. The production of crude petro- 
leum and gasoline has greatly increased during 1920, the production 
of crude oil for the first 10 months was about 14,326,000 barrels, 
while 240,597,171. gallons of gasoline were produced. Wyoming will 
probably produce 17,000,000 barrels of crude petroleum and 290,- 
•000,000 gallons of gasoline during 1920. 

Section 5. Development of the Wyoming oil fields. 

General character of the fields. — The developed oil fields of 
Wyoming are small in area and some of them lie in widely separated 
localities. The principal fields are found in three geographical dis- 
tricts which, in the order of the importance of their present production 
are (1) The large basin which lies between the Black Hills on the east 
and the Big Horn Mountains on the west; (2) The Big Horn Basin 
which lies west of the Bi^ Horn Mountains; and (3) The vast 
Laramie Plains which lie m the southern part of the State. The 
important oil fields lie on the borders of those basins and the Laramie 
Plains and may be considered as anticlinal waves adjacent to the 
mountain uplifts. 

Early history of Wyoming development. — Petroleum seepage 
was found in the valley of the Little Popo Agie River, in Fremont 
County, Wyo., as early as 1833. In 1866 a well was put down in this 
vicinity and oil was struck at a depth of 50 feet. In 1885 the first ^ 
development occurred when four wells were drilled and a production' 
of about 200 barrels per day was obtained. 

In 1884 the first oil was discovered in the Big Horn Basin, but 
successful development did not take place in this district until 1903. 

The Salt Creek Field, located in Natrona County, was discovered 
in 1889, and the first well was brought in during the fall of that yea* 
in the Shannon Pool. In 1893 a production of 2,738 barrels of 4£ 
gallons was marketed, which was hauled to Casper, a distance of 50 
miles, by wagons. A wagonload consisted of 45 barrels and was 
drawn by from 12 to 18 horses. In 1895 the Pennsylvania Oil & Gas 
Co. elected a small refinery, with a capacity of 60 barrels per day, at 
•Casper. \» 
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Section 6. Frincipsd oil fields in Wyoming. "^ 

Fields producing during 1919. — Seven important oil fields had 
been developed in Wyoming up to the end of 1919. These fields in 
the order of the quantity of their production in 1919 are : Salt Creek, 
Big Muddy, Grass Creek, Elk Basin, Lance Creek, Rock Creek, and 
Lost Soldier. The first four have been producing several years, 
while the last three are late developments. In addition to the above, 
crude oil was obtained from the following fields, named in the order 
of the importance of their 1919 production: Maverick Springs, 
Warm Springs, Mule Creek, Lander, Pilot Butte, Osaffe, Hamilton 
Dome, Byron, Poison Spider, Greybull, Thornton, and Torchlight. 

Location of the Wyoming oil riELDS.-^The location of the fields 
in Wyoming from which crude petroleum had been obtained up to 
the end of 1919 is shown in Map 1 (facing p. 18). This map 
also shows the location of the pipe lines and refineries within the 
State of Wyoming. The oil fields in which crude petroleum had 
been produced in commercial quantities prior to 1919 were all sup- 
plied with pipe-line facilities; while those not yet provided with 
such facilities have been recently discovered. 

The Salt Creek Field. — The Salt Creek Field is, up to the pres- 
ent time, by far the most important oil field in Wyoming. It is lo- 
cated in the extreme northeast corner of Natrona County, about 40 
miles due north of Casper and about 30 miles southeast of the foot- 
hills of the Big Horn Mountains. The field includes three pools, 
namely, the Shannon, Salt Creek, and Teapot Pools. The Teapot is 
still undeveloped. Crude oil was first discovered in the Shannon 
Pool. 

The Shannon Pool lies at the northern extremity of the Salt Creek 
Field, and is about 4 miles north of the Salt Creek Pool. Although 
indications of crude petroleum were reported from the Salt Creek 
Field before 1880, the discovery well in the Shannon Pool was not 
brought in until during the late fall of 1889. The discovery well 
was drilled by the Pennsylvania Oil & Gas Co. The crude petroleum 
is obtained from the Shannon Sand, which is found at a depth of 
from 700 to 1,000 feet. The oil produced in this pool is a compara- 
tively heavy paraffin-base crude. The pool contains only about 160 
acres of proven area. 

The Salt Creek Pool is the largest and most prolific pool in the 
entire State. Two oil-producing sands have been developed in this 
pool, namely, the Wall Creek Sand and the Lower Wall Creek Sand. 
^The principal source of crude oil obtained from this pool up to the 
present time has been obtained from the Wall Creek Sand, which 
is reached at the crest of the dome at a depth of about 1,000 feet. 
This sand is very prolific, and. is over 100 feet in thickness. The 
crude obtained from this sand is a high-grade light oil, with a par- 
afiin base containing a small percentage of asphalt. The area of this 
tfiallower sand is about 5 square miles. 

^ The deeper Lower Wall Creek Sand was discovered by the New 
York Oil Co. in 1916. The first two wells drilled into this sand 
struck water in the Wall Creek Sand, but later good oil wells were 
obtained by drilling through to the Lower Wall Creek Sand. The 
second well had an initial daily capacity of 250 barrels ^ a depth^ 
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of 2,766 Idbt. This sand is from 20 to 26 feet thick. Its area has 
not been witirely outlined, but it appears to be much larger th^ the 
Wall Creek Sand. < 

The Teapot or Saddle Rock Pool lies about 4 miles southeast of 
the south end of the Salt Creek Pool. This pool is largely undevelf 
oped, and its productive area has not been definitely determined ; 
however, the tests that have been made indicate that its area is about 
one-half that of the Salt Creek Pool. Crude oil has been struck in 
the Shannon Sand at a depth of 800 feet. The thickness of the oil- 
bearing sand is recorded as 29 feet. The crude oil obtained from 
the Shannon Sand is a lighter oil than that secured from this sand 
in the Shannon Pool. 

The oil in the Shannon and Teapot Pools is not under gas pressure 
and requires pumping. The wells in the Salt Creek Pool flow from 
their own gas pressure and the flow continues for years without 
pumping. The flow of these wells has been described as follows : * 

The flow of most if not aU of the wells is periodic and the time between the 
periods may be only a few minutes. A well, say 1,000 feet deep, slowly fills 
with oil, the pressure in the sand increasing because of the accumulation of 
gas. When the pressure is sufficiently strong the column of oil in the well is 
raised and a part of it is expelled from the casing. After the gas pressure has 
been thus temporarily relieved the flow ceases and more oil flows into the bot- 
tom of the well from the sand. As the oil enters the well the high rock pres- 
sure which has kept the gas dissolved in it is lowered, and the gas is given 
off and accumulates in the well until it is capable of lifting the great weight 
of the column of oil above it, when a second flow takes place and the process is 
repeated. The wells being connected with the tanks, the oil is expelled into 
them and the necessity of pumping is avoided. 

Recording pressure gauges have been used in the field and the records are 
most interesting. One well flows every thirty minutes, another once in an 
hour and forty-five minutes, and another flows so frequently that the gauge 
records an almost continuous flow. The differences are doubtless due to differ- 
ences In the depth of the wells and to variations from place to place in the 
porosity of the sand, which permit the oil to collect in one well more rapidly 
than in another. Differences In the gas pressure In different parts of the dome 
also have their effect. 

The Big Muddy Field. — The Big Muddy Field is located along 
the North Platte River in the extreme western part of Converse 
County and is about 15 miles due east of Casper. The discovery well 
was brourfit in on June 13, 1916, with an initial daily capacity of 20 
barrels. This well struck oil in the Shannon Sand at a depth of 947 
feet. In November, 1916, a well was drilled through to the Wall 
Creek Sand. This sand is found in the Big Muddy Field at a depth 
of from 3,000 to 3,400 feet. The quality of the crude obtained from . 
this field is similar to that produced in the Salt Creek Pool. The 
wells have to be pumped soon after thev are brought in. During 
1018 and 1919 the production from this field was the second largest 
in the State. In 1920 the production increased considerably. 
* The Grass Crei)k Field. — ^The Grass Creek Field is located in the 
northern part of Hot Springs County on the southwest side of thi 
Big Horn Basin. The discovery well was brought in early in Jund^ 
1914, and notwithstanding the fact that a number of producing wells 
were drilled during that year, the oil was not marketed'until pipe-line 
transportation facilities became available in July, 1915. The pro- 

* DepartnW^f Interior Bulletin 670, " The Salt Creek Oil Field, Wyoming," by Car- 

. Wei 
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ductioii in this field is obtained at relatively shallow deb^hs. The 
Orass/ Creek crude is a very high-grade light paraffin-fese crude 
which yields a high percentage of gasoline and lubricating oils. 
This crude and that produced in the Elk Basin Field command the 
highest market prices in the State. 

' This field was the second largest crude oil producing field in the 
State from 1915 to 1917, inclusive. Since that time the Big Muddy 
Field has been second and Grass Creek third. The production dur- 
ing the latter part of 1920 has been greatly increased by drilling to 
A deeper sand. 

The Elk Basin Field. — The Elk Basin Field is located in the 
northern part of Park County along the Montana- Wyoming State 
line, and is about 12 miles west of Franilie. It lies in the Big Horn 
Basin and occupies the crest of the Silvertop Anticline. Tlie dis- 
covery well was completed in November, 1915, at a depth of about 
1,100 feet, and had an initial flow estimated at 400 barrels per day. 
Before the end of 1915 a number of equally good wells were com- 
pleted in this field and the development was carried across the State 
line into Carbon County, Mont. The field was so promising that be- 
fore the end of 1915 a pipe line to Frannie was planned. This line 
was completed in May, 1916. 

The oil produced in the Elk Basin Field is a very high-grade light 
crude and is similar to that produced in the Grass Creek Field. 
The marketed production from the Elk Basin Field was third largest 
in the State during 1916 and 1917, and since 1917 it has ranged 
fourth. 

The Lance Creek Field. — The Lance Creek Field is located in the 
west central part of Niobrara County, in the eastern part of the 
large basin which lies between the Black Hills and the Big Horn 
Mountains. It is about 25 miles northwest of the town of Lusk. 
This field was discovered in 1918, and on account of the large initial 
production of the first wells drilled it attracted a great deal of at- 
tention. The Ohio Oil Co.'s first well struck oil at a depth of about 
3,700 feet and had an initial daily production of 2,000 barrels. The 
depth of the wells in this field range from 3,600 to 4,000 feet, which 
means very expensive drilling and accounts for the fact that most 
of the leases held by small companies in this field have been de- 
veloped by the Ohio Oil Co. on a percentage basis. Although this 
field is only about two years old, its production has been declining 
during 1920. The crude oil produced in the Lance Creek Field is a 
Jiigh-grade light crude. 

The Rock Creek Field. — The Rock Creek Field is located in the 
Laramie Plains in the extreme eastern part of Carbon County. It 
is about 39 miles northwest of Laramie. This field was discovered 
in 1918 and was developed rapidly in 1919. Production is obtained 
from three oil sands. The shallow sand is about 300 feet deep, the 
a|cond sand is 1,500 feet deep, while the deep sahd is about 3,300 
«let in depth. The oil produced in this field is a high-^rade crude. 
While the Rock Creek Field is still new, experienced oil men con- 
sider it a very promising field, and the Midwest Refining Co. has 
built a refinery at Laramie, with a daily capacity of 5,000 barrels, to 
refine the crude from this and other new fields in this section ^ the 
State. During 1919 its production ranked sixth among tMJhail fields 
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of Wyoming, while during 1920 its increased production has made it 
second. 

The Lost Soldier Field. — The Lost Soldier Field is located in 
the extreme northeast corner of Sweetwater Coimty, about 40 miles 
northwest of Rawlins. The discovery well was brought in, frorii a 
shallow sand, in May, 1916. Drilling operations were active during 
the last half of 1916 but met with little success. Although the early 
results were not promising, the Bair Oil Co. persisted in thoroughly 
testing this field and in Sfovember and December, 1917, they were 
rewarded with two good wells. These wells struck oil at a depth of 
285 feet ; the first well had an initial daily production of 1,200 barrels - 
and the second 1,000 barrels. 

IMPORTANT CRUDE PETROLEUM PRODUCING COM- 
PANIES. 

Section 7. The most important crude petroleum producing companies. 

Predecessor, affiliated, and allied companies of the Midwest 
Refining Co. — The history of the early development of the Shannon 
Pool of the Salt Creek Field is unique in that it was largely de- 
veloped by foreign capital. Certain Belgian, Dutch, and French 
capitalists became interested in this field soon after the venture of 
the Pennsylvania Oil & Gas Co. had proven unprofitable. These 
foreign capitalists belonged to two distinct groups. The first group 
included the real pioneers and became interested in the Wyoming oil 
fields through Joseph H. Lobell, a Chicago lawyer; Loblell became 
interested in this neld in 1903 and acquired the Shannon claims, 
which had been secured from the Pennsylvania Oil & Gas Co. In 
1905 these claims were transferred to the Soci6t6 Belgo-Americaine 
des Petroles du Wyoming, a Wyoming corporation financed by 
Belgian and French capitalists. These claims did not cover the 
entire Shannon Pool, and Lobell secured control of the claims held 
by Cy Iba and transferred them, in 1907, to a Dutch company, known 
as the Petroleum Maatschappij Salt Creek, a foreign corporation. 
This company was later incorporated in Wyoming under the same 
name. The selection of the claims for the f*etroleum Maatschappij 
Salt Creek of Wyoming was made by Dr. Cesare Porro, an Italian 
geologist, who recommended the selection near an oil seep in the 
northern part of what is now the prolific Salt Creek Pool. The 
Petroleum Maatschappij assigned its interests to the Wyoming Oil 
Co., a New Jersey corporation, and this latter company in turn as- 
signed the property to the Wyoming Oil Fields Co., a Wyoming 
corporation organized in 1912. 

In 1911 the Natrona Pipe Line & Refinery Co. was organized. It 
erected a small refinen^ at Casper, Wyo., and built a 6-inch pipe line 
from the Salt Cr'feek Field to Casper. Disputes among the Belgian, 
Dutch, and French interests led to the formation, in 1912, of the ■ 
Franco- Wyoming Oil Co. This company obtained a ihajority of the 
stock of the Wyoming Oil Fields Co. and nearly 80 per cent of the 
stock of the Natrona Pipe Line & Refinery Co. The remainder of 
the stock of these two companies was held by the Petroleum Maat- 
schappij Salt Creek of Wyoming. The Franco- Wyoming Oil Co. 
reprtsented Belgian and French interests and the Petroleum Maat- 
schappij the Dutch, # 
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The second group of foreign interests, consisting of French capi- 
talists, became interested in the Salt Creek Field about 1910 through 
the efforts of Verner Z. Eeed, of Denver, Colo. ; Reed obtained about 
$6gK),000 from them and through the Keed Investment Co., a com- 
pany engaged in the promotion business, the Midwest Oil Co. was 
organized in February, 1911. In June, 1911, William M. Fitzhugh, 
Vho was connected with the early development of the Salt Creek 
Field, entered into a contract with the Midwest Oil Co. whereby he 
assigned to it his interest and leases which he had obtained under a 
. working agreement with one William G. Henshaw. Later Eeed and 
; his associates acquired the Henshaw interests. The claims acquired 
from Henshaw were conveyed to the Barbadoes Oil Co., the Blue- 
stone Oil Co., the California Oil Co., the Control Oil Co., the Crescent 
Oil Co., the Fitzhugh Oil Co., the Henshaw Oil Co., the Pinero Oil 
Co., and the Seattle Oil Co. These, together with the Castle Creek Oil 
Co., whose holdings were acquired from other private individuals, 
are known as the Associated, or Little Eeed, companies. With the 
exception of the Castle Creek Oil Co., Eeed held 84^ per cent of 
the capital stock of each of these companies. The producing prop- 
y erties of these Little Eeed companies were later transferred, under 
20-year contracts, to the Midwest Eefining Co. These contracts pro- 
vided that the properties should be developed and operated by the 
. Midwest Eefining Co. and that the crude petroleum should be paid 
for on the basis of the price received for the finished products after 
making the stipulated deductions for cost of producing, transport- 
ing, refining, and selling. 

Early in 1913 the Eeed-Midwest Investment Co. and the Eeed 
Investment Co. entered into an agreement whereby they took over a 
contract between the Wyoming Oil Fields Co. and the Natrona Pipe 
Line & Eefinery Co. Under this contract the Eeed companies were to 
( operate the producing properties of the Wyoming Oil Fields Co. 

. and the pipe line and refinery of the Natrona Pipe Line & Eefinery 

^1- Co. In March, 1913, the Franco-Petroleum Co. was organized by 
\ the Eeed-Midwest Investment Co. to take over the contracts between 
J the Eeed companies on the one hand and the Wyoming Oil Fields 
Co. and the Natrona Pipe Line & Eefinery Co. on the other. 
The Midwest Eefining Co. was incorporated under the laws of the 
: State of Maine on February 20, 1914. On February 27, 1914, it 
issued $6,000,000 in common stock for the purpose of acquiring the 
stock of the Franco-Petroleum Co. ; 61 per cent of the stock was ac- 
quired at that time, and subsequently practically all of the remaining 
49 per cent was secured. On the same day, February 27, 1914, 
the Midwest Eefining Co. issued $12,000,000 in common stock to the 
Midwest Oil Co. in exchange for its refining property, and $400,000 
\ in working capital. At this time it also acquired 20-year contracts, 
) dating from March 1, 1914, for all of the crude oil production of the 
Midwest Oil Go. Twenty-year contracts were also made with the 
j^ittle Eeed, or Associated, companies for their crude oil production. 
^ Companies controlled by the Midwest Refining Co.*^ — In addi- 
tion to its own production and that controlled through the 20-year 

B The Midwest Refining Co. owns 25 per cent of the stock of- the Salt Creek Producers 
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contracts, the Midwest Refining Co. obtains a considerable produc- 
tion from subsidiary companies and some from companies whose 
property it has developed. On December 31, 1919, the following 
crude oil producing complies were subsidiaries of the Midwest Re- 
fining Co. : The Grass Creek Petroleum Co^the Merritt Oil Corpora- 
tion, and the Western States Oil & Land Co. The Grass Creek Pe- 
troleum Co. has a large production in the Grass Creek Field, and the 
Merritt Oil Corporation is a large producer in the Big Muddy Field, 
while the Western States Oil & Land Co. has a large acreage under 
lease in the Lance Creek Field. 

During the period 1917-1919 the properties of the Elkhorn Oil Co. 
in the Big Muddy Field were operated by the Midwest Refining Co. 
on a 50-50 basis ; and during the same period the land leased by W. S. 
Eidgley et al., in the Grass Creek Field, was operated on the basis of 
one-third to W. S. Ridgley et al. and two-thirds to the Midwest Re- 
fining Co., and the Pacific Wyoming Oil Co. property in the Lance 
Creek Field was developed on a 40-60 basis. In each of these three 
agreements the receipts are divided as indicated^ after deducting ex- 
penses for drilling and operating. These operations give the Midwest 
Itefining Co. control of the entire production from these properties. 

Standard control of the Midwest Refining Co. — ^The Midwest 
Kefining Co. has been alleged to be controlled by Standard interests 
for several years, but definite admission of such control was not made 
until the autumn of 1920, when, as described below,* a large portion 
of its stock was acquired by the Standard Oil Co. (Indiana). This 
designation of the Midwest Refining Co. as a Standard company be- 
came quite general after January, 1917, when about 110,000 snares 
of its stock was acquired by W. J. Hanna and H. S. Osier, who were 
reported to be interested in the Imperial Oil Co. (Ltd.), a subsidiary 
of the Standard Oil Co. (New Jersey). Later, when a voting trust 
was formed, with H. S. Osier as one of the three trustees, this was 
considered further proof of Standard control. Moreover, the Stand- 
ard Oil Co. (Indiana) had erected Burton Process Plants at both 
of the refineries operated by the Midwest Refining Co. The first 

giant was put in operation in 1914, while prior to April, 1920, the 
tandard Oil Co. (Indiana) had never offered independent refineries 
the privilege of installing Burton Process Plants. 

Standard Oil producing companies. — Besides the Midwest Re- 
fining Co., which is now admitted to be controlled by the Standard 
Oil Go. (Indiana), members of the Standard Oil group did not be- 
come interested in the Wyoming oil fields until a substantial produc- 
tion had been developed. Since entering the State, however, the 
Standard interests have been very active in developing new fields and 
providing pipe-line facilities for marketing the crude petroleum pro- 
duced in the different fields. 

The Ohio Oil Co., a large crude-oil producing company, having 
production in Ohio, Indiana, Illinois, Kentucky, Kansas, Texas, and 
Wyoming, was the first Standard producing company to enter the 
Wyoming fields. It began drilling operations in 1914, and by 1919 
had production in nine different fields, at which time it was the 
largest crude-oil producer in the State of Wyoming. In addition to 

cent of the Natrona Pipe Line & Refinery Co. During 1920 the Grass Creek Petroleum Co., 
in which the Bfidwest Refining Co. owns about 51 per cent of the stock, merged with 
otber companies to form the Elk Basin Consolidated Petroleum Co. 
* See section 18. 
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its own production, it operated the leases of certain individuals and 
companies. It is a common practice in Wyoming for a lessor to 
make what is called a working agreement with one of the large com- 
panies to drill and operate the wells, take all the risl^ incident to 
drilling, and to market the crude production. After deducting ex- 
penses for drilling and operating, the receipts from the sale of the 
crude are usually divided equally between the lessor and the operating 
company. The share of the production of these leases which went to 
the owners was 518,606 barrels in 1917, 940,908 barrels in 1918, and 
1,058,474 barrels in 1919. The principal companies and individuals 
whose leases have been developed and operated wholly or in part by 
the Ohio Oil Co. are listed below : 



Company. 


Field. 


Company. 


Field. 


Argentina Oil Co 


Mule Creek. 
Salt Creek. 

Do. 
Lance Creek. 
Salt Creek. 

Do. 
Rock Creek. 
Elk Basin. 
Big Muddy. 
Grass Creek. 
Big Muddy. 
Salt Creek. 


Kinney Oil & Refining Co 


Grass Creek. 


Black Bear Oil & Gas Co 


Merritt Oil Corporation 


Big Muddy. 


Blackmore Oil Co 


Midwest Refinfog Co. . . ... 


Do. 


Buck Creek Oil Co 


Mutual Petroleum Co 


Salt Creek. 


Columbine Oil Co 


New York Oil Co 


Do. 


Curtis Petroleum Co 


Rock River Petroleum Co 


Rock Creek. 


Diamond Cattle Co 


Western States Oil & Land Co 

Woods, C. L., et al 


Lance Creek. 


Elk Basin Petroleum Co 


Elk Basin. 


Glenrock Petroleum Co 


Wyommg-Montana Development Co 
Valentine, W. L 


Lance Creek. 


Great Dome Oil Co 


Grass Creek 


Hurst, J. T , 




and Torch- 


Keystone Oil & Keflning Co 


light. 







In addition to the above the leases of certain individuals having a 
comparatively small production were operated by the Ohio Oil Co. 

The Carter Oil Co., a subsidiary of the Standard Oil Co. (New 
Jersey), has been quite active in drilling in different fields in Wyo- 
ming. This company did not report any production during the 
period 1917-1919. The Ohio Oil Co., however, shows a small produc- 
tion which it credits to this company under production reported from 
these working agreements. 

The Kasoming Oil Co., which was incorporated in 1919, and took 
over the production which had been developed in Wyoming by West 
& Hazlett, is in reality a subsidiary of the Prairie Oil & Gas Co., 
which is a member of the Standard group. The drilling operations 
of West & Hazlett were financed by the Prairie Oil & Gas Co., under 
a working agreement whereby the Prairie Oil & Gas Co. was to re- 
ceive 60 per cent of the production and West & Hazlett 40 per cent. 
At the time this investigation was finished J. L. Ha vice, secretary of 
the Kasoming Oil Co., held, as trustee, 60 per cent of the stock of this 
compaivv for the Prairie Oil & Gas Co. 

The Kasoming Oil Co. in turn has financed the operations of the 
Bair Oil Co., which has developed a substantial production in the 
Lost Soldier Field. 

The independent producing companies. — The production of com- 

Sanies not identified with the Midwest Refining Co. or the Ohio 
lil Co., or whose leases have not been developed and operated\jj 
them, is quite small. The cost of developing property in Wyomii 
is above the average, and many companies and individuals appar-^ 
ently preferred to allow the large companies to develop and operat 
their property. j 

The Texas Co. had a larger production than any other indepen^ 
ent producer in Wyoming during the period 1917-1919. During th^ 
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years all of its production was obtained in the Big Muddjr Field. The 
largest production obtained by the Texas Co. during this three-year 
period was in 1918, when its production was 496,659 barrels. This 
was slightly less than 4 per cent of the State's total marketed pro- 
duction for that year. 

The E. T. Williams Oil Co. is the second largest independent pro- 
ducer in Wyoming. The production of this company has increased 
<iuite rapidly since 1917. Its largest production was 344,615 barrels 
in 1919, or aoout 2i per cent of the total for the State. 

In addition to the above there were only four other independent 
companies that produced in excess of 100,000 barrels in 1919. 

PRODUCTION OF CRUDE PETROLEUM. 

Section 8. Production of crude petroleum in Wyoming. 

Meaning of marketed production. — ^The United States Geolog- 
ical Survey has reported the quantity and value of the crude oil 
marketed for Wyoming since 1894 ; this marketed production, as the 
name implies, includes all crude oil sold to marketing companies and 
large consumers. The quantity of crude held in storage in the fields 
by the producer is not reported until it is sold. In the case of the 
new fields there is often a considerable quantity of crude oil held in 
storage until transportation facilities are available to transport it 
to a railroad or to a refinery. Some of the fields in Wyoming are 
distant from any railroad and the producers can not market their oil 
before pipe lines have been built. In the case of the Lost Soldier 
Field, in Sweetwater County, the first marketed production is shown 
for 1919, while reports obtained from the producers by the Commis- 
sion show a production of 3,554 barrels in 1917 and 100,037 barrels 
in 1918. It is quite probable that in some cases crude petroleum is 
marketed but not reported. 

There are no statistics which show the stocks of crude oil held in 
storage in the fields for the State of Wyoming. However, these 
stocks are not large, so that the statistics for marketed production 
give a fairly accurate index of the growth of crude-oil production in 
Wyoming. The quantity and value of crude petroleum marketed in 
Wyoming from 1894-1919 is given in Table 3. 

Table 3. — Quantity and value of the marketed production of crude petroleum in 

Wyoming, 1894-1919, 



Year. 


Barrels 
(42 gaUons). 


Value. 


Year. 


Barrels 
(42 gallons). 


Value. 


1894 


2,369 
3,455 
2,878 
3,650 
5,475 
5,560 
5,450 
5,400 
6 258 
8,960 
11,542 
8,454 
7,000 


$15,920 
27,640 
23,024 
29,200 
38,325 
38,920 
38,150 
37,800 
«,771 
62,720 
80,794 
51,645 
49,000 


1907 


9,339 

17, 775 

20,056 

115,430 

186,695 

1, 572, 306 

2,406,522 

3, 560, 375 

4,245,525 

6, 23 1, 137 

8, 978, 680 

12,596,287 

13,580,000 


121,888 


1896 


1908 


27,920 


1886 .'. 


1 1909 


34,466 


1897 . . 


, 1910 


93,536 


1898 


, 1911 


124,037 


1899 


1912 


798,470 


1900 


1913 


1,187,232 


1901 


1914 


1,679 192 


1902 


1915 


2, 217, 018 


1903 


i 1916 


5,644 080 


1904 


i 1917 


11,047,876 


1905 . . .. 


1918 


18,159,778 


1906 


1919 


20,300,000 









ii 
otl 



The statistics for all of the years except 1919 are from the United 
States Geological Survey reports. The 1919 figures for production 



Digitized by 



Google 



24 



PETROLEUM INDUSTRY OF WYOMING. 



were furnished by the Wyoming State Commissioner of Immigra- 
tion, and those for value by the Wyoming State Board of Equaliza- 
tion. 

The development of important production in Wyoming began in 
1912, in which year pipe-line transportation facilities were first 
available. Since that year the increase has been rapid and steady. 
The preliminary monthly reports of the Geological Survey for the 
£rst 11 months of 1920 show a marketed production for Wyoming of 
15,666,000 barrels. As already stated, these monthly reports indicate 
that the total for 1920 will be not less than 17,000,000 barrels, which 
will represent an increase of 25 per cent over 1919. 

PRODucnioN BY FIELDS. — The United States Geological Survey and 
the Wyoming State Commissioner of Immigration show the mar- 
keted production by counties. In the earlier years there was but a 
single field in most of the counties, and for the period 1917-1919 the 
Commission obtained production figures by fields direct from the 
producers. The importance of the crude oil production of the dif- 
ferent fields is shown in Table 4: 

Table 4. — Production of crude petroleum in Jfyoming hy fields, in barrels of 

^ oaUona, 19U-1919. 



Field. 


1919 


1918 


1917 


1916 


1915 


1914 


Salt Creek.. 


6,263,601 

3 176,838 

2,100,449 

831,096 

395,626 

303,179 

174,435 

126,411 

63,588 

75 380 

21,188 

17,690 

3,244 

12,306 

13,864 

6,664 

5,866 

2,000 

'433 


5,861,739 

3,199,938 

2987328 

1,069,913 

639 

6,102 

100,037 

65,798 

71,308 

41,634 

18,846 

6 897 

4,515 


3,900,760 

831,951 

2,779,379 

1,641,605 


3,933,403 


3,971,128 


3.421.325 


Big Muddy 




Grass Creek 


1,369,807 
720;988 


98,723 




KlkBwHn 




Lance Creek 






Rock Creek 










Lost Soldier 


3,654 
6,500 
57,420 








Pilot Butte 








Lander 


62,664 


27,660 


27,396 


Warm Springs 




Greybulf. 


19,281 


I 139,864 


140,978 




Bjrron 




•Torchlight 


9,921 


96,178 


Mule Creek 




Mavenck SDrinsrs 


628 






Kirby Creek ..'..'.^...1 










Ferris . . 












SDrine Vallev 












Others 


3,6o:) 


4,234 


7,521 


7,036 


16,477 






Total 


13,583,006 


13,108,721 


9,164,505 


6,234,137 


4,246,526 


'3,560,376 





The statistics for the period 1914r-1916 are from the annual re- 
ports of the United States Geological Survey, while those for 1917— 
1919 have been compiled from reports submitted to the Commission 
by producers of crude petroleum. The totals for, the last two years 
are considerably larger than the marketed production as reported 
by the United States Geolo^cal Survey. The discrepancy is due 
to the fact that the Commission's totals include the production con- 
sumed in the field and stored oil not sold in addition to that 
marketed, while those of the United States Geological Survey- 
give only marketed production. The Commission shows j)roduction 
m the Lost Soldier and Pilot Butte Fields each year since 1917, 
and for the Lance Creek, Eock Creek, Warm Springs, and Maverick 
Springs Fields since 1918. None of this production was reported 
in the State or geological reports prior to 1919. 

The Salt Creek Field had a larger production than any other 
throughout the entire period, and while its production increased 
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steadily from year to year, nevertheless, although in 1914 it fur- 
nished 96 per cent of the marketed production of the State, in 1919 
it supplied only 46 per cent of the actual production. During the 
six-year period its production was more than double that of any other 
field. The Salt Cfreek Field is rated by experienced oil men as a 
A^ery promising field. During the first half of 1920 its production 
was almost as great as for the entire year 1919. 

In the Big Muddy, Grass Creek, and Elk Basin Fields deep- 
test wells are being drilled to determine whether oil-producing sands 
exist at greater depths than those now developed. Favorable results 
have been obtained in the Elk Basin Field, while the production of 
the Big Muddy Field has been considerably increased. The Rock 
Creek Field, which was developed in 1919, is also said to be a 
promising new field. 

Production bt different interests. — There is a greater concen- 
tration in the ownership and control of crude-oil production in 
Wyoming than in any other important field in the United States. As 
has already been stated, crude oil is found in comparatively small 
isolated pools. The producing areas are frequently distant from 
any railroad, which increases the expense of developing oil property. 
The character of the ownership and control of the crude petroleum 
produced in Wyoming from 1917 to 1919 is shown in Table 5. 



Table 5.- 



-Quantity of crude petroleum produced in Wyoming, 
barrels of 42 gallons, 1917-1919. 



interests, in 





1919 


1918 


1917 


Interests. 


Quantity 

produced in 

barrels. 


Per cent 
of total 
produc- 
tion. 


Quantity 

produced in 

barrels. 


Per cent 
of total 
produc- 
tion. 


Quantity 
produced 
in barrels. 


Per cent 
of total 
produc- 
tion. 


MIDWEST.l 

Midwest Refluing Co 


968,257 
2,026,519 
5,297,812 

132,915 
365,324 


7.1 
14.9 
39.0 

1.0 
2.7 


1,407,306 
1,632,015 
5,206,438 

192, 110 
199,825 


10.7 
12.5 
39.7 

1.5 
1.5 


1,311,842 

590,202 

4,218,083 

219,030 
21,004 


14 3 


Midwest Refining Co., subsidiaries. 
Midwest Refining Co., coAtracts . . . 
Midwest Refining Co., working in- 
terests 1 


6.5 
46.1 

2 4 


Midwest Oil Co., subsidiaries 


.2 


Total 


8,790,827 


64.7 


8,637,694 


65.9 


6,360,161 


69 5 






ADMITTED STANDARD. 

Ohio Oil Co 


2,304,394 

398,511 

1,058,474 

16,921 

174,435 

1,804 


17.0 
2.9 

':! 

1.3 


2,233,779 
391,114 
940,908 


17.0 
3.0 
7.2 


1,684,934 
341,616 
518,606 


18 4 


Ohio Oil Co., royalty 


3 7 


Ohio Oil Co., working interest 

Kasoming Oil Co 


5.7 


Kasoming Oil Co., subsidiaries 

Carter Oil Co.a 




























Total 


3,954,539 


29.1 


3,565,801 


27.2 


2,545,156 


27.8 




INDEPENDENT. 

The Texas Co 


395,422 

344,615 

97,603 


2.9 

2.6 

.7 


496,659 
230,434 
178,133 


3.8 
1.7 
1.4 


30,767 

17, 181 

201,240 


.3 

2 


E. T. Williams Oil Co 


Other independents 


2 2 






Total 


837,640 


6.2 


905,226 


6.9 


249, 188 


2 7 






Grand total 


13,583,006 


100.0 


13,108,721 


100.0 


9,154,505 


100. 





I Although it was frequently alleged that the Midwest Refining Co. was a Standard company after Jan- 
uary, 1917. such control was not admitted by the company until the Standard Oil Co. (Indiana) bought a 
large block of its stock in 1920. 

« Shown by reports of the Ohio Oil Co. 

8 Less than one-tenth of 1 per cent. 
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The proportion of the total production of crude oil controlled by 
the Midwest interests declined from 69.4 per cent in 1917 to 64.7 
per cent in 1919. They owe this control principally to the production 
obtained from properties held under 20-year contracts. As already 
stated, these contracts were acquired by the Midwest Refining Co. 
soon after its organization, and they have given it an assured supply 
of crude for its refining operations. The Midwest Refining Co. had 
no production of its own in the prolific Salt Creek Field, but these 
contracts gave it a monopoly of the production in this field. 

The Ohio Oil Co. had the largest direct production in the State 
throughout the three-year period. In addition to the production 
from its own leases it obtains large quantities from its working agree- 
ments ; i. e., from leases developed and operated by it for others. As 
already stated, the operating company usually receives 50 per cent 
of the receipts from the sale of the crude petroleum after deducting 
expenses for drilling and operating, while the remaining 50 per cent 
goes to the leaseholder. In practice the leaseholder's share and roy- 
alty oil are marketed by the operating company, and the receipts 
therefrom paid to the owner of the oil. 

The Standard companies, other than the Ohio Oil Co., had little 
or no production before 1918.^ During 1920 these companies, par- 
ticularly the Kasoming Oil Co;, have been drilling very actively. 
The Kasoming Oil Co. obtained in the Salt Creek Field the first 
lease under the new leasing law. 

The independent production in Wyoming is very small and is ob- 
tained in a number of widely separated fields. The entire independ- 
ent production in the State of Wyoming during the period 1917-1919 
would have only been sufficient to supply a refinery with a daily 
capacity of 2,500 barrels, even if it could have been economically 
transported to one refinery. 

TRANSPORTATION OF CRUDE PETROLEUM. 

Section 9. Pipe-line transportation of petroleum in Wyoming. 

Importance of pipe-line transportation. — Since pipe lines were 
first introduced, about 55 years ago, they have demonstrated their 
superior efficiency and economy as a means of gathering and trans- 
porting crude petroleum, so that they have, in every oil field in this 
country, largely superseded other methods of gathering and trans- 
porting crude oil. Owing to the comparative cheapness of this 
method of transportation the general practice in the United States 
is to locate oil refineries near large consuming regions at railway 
centers or seaports from which the refined products can be advan- 
tageously distributed. The Wyoming oil fields are so distant from 
large consuming centers that no extensive pipe lines have been built 
to such centers; instead, short lines have been laid to local refineries 
and to railroad stations, where the crude oil is loaded in tank cars 
for shipment to distant refineries. 

On account of the fact that some of the Wyoming oil fields are 
widely scattered, the pipe lines do not form a complete system but 

"^ West" and Ha^l^ obtained some production in 1917 and 1918 and in 1919 the 
properties developed bv them were taken over by the Kasoming OU Co., which is con- 
trolled by the Prsdrle Oil & Gas Co. 



Digitized by 



Google 



PETROLEUM INDUSTRY OF WYOMING. 27 

lead from each pool or field to a refinery or to a railroad. These con- 
ditions require a relatively large pipe-line investment and result in 
higher operating expenses, because many of the lines are operated 
at much less than full capacity. If the oil pools were close together. 
as in the Mid-Continent and California oil fields, so that the crude 
oil from several pools or fields could be piped through a single 
trunk-line system, the cost of operation and the total investment in 
pipe lines would be much smaller. 

The development of most of the pools in Wyoming has been re- 
tarded on account of the lack of pipe-line facilities. The annual re- 
ports of the United States Geological Survey have frequently called 
attention to the retarding effect the lack of pipe-line facilities has 
had on the development of the different fields in the State. Some of 
the fields are many miles from any railroad, and the cost of haul- 
ing the oil by wagons is so excessive that the wells are either capped 
or the crude oil is held in storage tanks until pipe-line facilities are 
available. 

Trunk pipe lines in Wyoming. — The first important pipe lines 
were built from the Salt Creek Field to Casper, Wyo., in 1912.^ In 
April of that year a 1,200-barrel gusher was brought in in the Salt 
Creek Field. In order to take care of the prospective production 
the Natrona Pipe Line & Refinery Co. and the Midwest Oil Co. 
each laid a 6-inch pipe line from the Salt Creek Field to refineries 
that were built in Casper that year. Subsequently two other lines 
were built from the Salt Creek Field to Casper, and at the present 
time a fifth line is being built. One of these lines was built in 1917, 
to be used in pumping casing-head gasoline from the casing-head 
plant in the Salt Creek Field to Casper. This is a 3-inch line and the 
joints are all welded to prevent heavy loss in transit. 

In 1915 the Illinois Pipe Line Co., a member of the Standard Oil 
group, which was organized in 1914 to take over the pipe lines of the 
Ohio Oil Co., built its first pipe line iij Wyoming from the Grass 
Creek Field to Chatham, Wyo. Later this line was extended to 
Greybull, Wyo. The following year a 6-inch line was built from 
the Elk Basin Field to the railroad at Frannie. This line began 
operations in May, 1916. Sihce 1916 the Illinois Pipe Line Co. has 
constructed pipe lines from the Big Muddy, Pilot Butte, Lance Creek, 
Lost Soldier, Rock Creek, and Mule Creek Fields. In some cases 
where a substantial production was not developed for a considerable 
time after the discovery well was brought in, pipe-line facilities have 
not been available for two years after the discovery of a field, but in 
general such facilities have been provided very promptly. 

Three companies own the important pipe lines in Wyoming, viz, 
Illinois Pipe Line Co., Midwest Refining Co., and the Natrona Pipe 
Line & Refinery Co. The line built and owned by the Natrona Pipe 
Line & Refinery Co. is operated by the Midwest Refining Co. Hence 
all of the important pipe lines in the State are operated by two com- 
panies, both of which are now Standard companies. The ownership, 
length, size, and terminal points of the oil trunk lines on September 
1, 1920, are shown in Table 6. r 

- 

*• For location of pipe lines see Map 1, facing p. 18. 



Digitized by 



Google 



28 



PETROLEUM INDUSTRY OF WYOMlNtJ. 



Table 6. — Otart'Crshipy length, size, and location of pipe lines in WyoTtiing, Sept, 
^ 1, 1920. 



Company. 


Length 
in miles. 


Diameter 
in inches. 


Shipping point 


Terminus 

refinery or loading 

rack. 


Alliance Oil & Refining Co . . 


6.00 6 
21.43 , 8 

3.00 3 
42.00 6 
12.88 ' 6 
78.98 , 6-8 
25.60 1 6 
43.30 4 
13.60 3 
29.10 1 3 
12.80 6 
39.00 6 
37.00 3 
40.00 6 
37.00 1 8 
40.00 1 8 
45-00 6 


Warm Snrincs 


Thermopolis. 
Casper. 
Big Muddy. 
Greybull. 
Frannie. 


Illinois Pipe Line Co 


Big Muddy .... 


Do...' 


do 


Do^ 


Byron 


Do 


Elk Basin 


Do 


Grass Creek 


Greybull. 
Lusk 


Do 


Lance Creek 


Do 


Lost Soldier 


Fort Fred Steele. 


Do , 


Mule Creek 


Dakoming. 
Rivei ton. 


Do.... , 


Pilot Butte 


Do 


Rock Cieek 


Rock River. 


Do 


do 


Laramie. 


Midwest Refining Co . 


Salt Creek 


Casper. 


Midwest Oil C0.2" 


do 


Midwest Refining Co 


do 


Do. 


D03 ..^.. .::.:: :: 


....do 


Do. 


Natrona Pipe Line & Refinery Co.^ 


do 


Do. 













i Leased by Midwest Refining Co. 

> Operated by the Midwest Refining Co. 

3 Under construction in 1920. 

The new line being built from the Salt Creek Field to Casper by 
the Midwest Eefining Co. will soon be in operation. The pipe lines 
listed above are all trunk lines. Gathering lines are operated in each 
field by the company owning the trunk pipe line, and in addition, the 
Midwest Refining Co. has gathering lines in the Greybull and Torch- 
light Fields, which are connected with its refinery. Gathering lines 
from pools in the Lander Field to Lander were built by the Wind 
Elver Eefining Co. The Wind Eiver Eefining Co.'s property was 
taken over by the Producers & Eefiners Corporation in 1920. 

The total mileage of trunk pipe lines built or being constructed up 
to September, 1920, is about 527 miles. The Illinois Pipe Line Co. 
owns almost 322 miles, or 61 per cent, and operates 53 per cent. The 
Midwest Eefining Co. owns 114 miles or almost 22 per cent. The 
Midwest Oil Co. owns 40 miles or about 7 per cent, but this line is 
operated by the Midwest Eefining Co. . The Illinois Pipe Line Co.'s 
line from feyron to Greybull is leased to the Midwest Refining Co. 
The Natrona Pipe Line & Eefinery Co. owns 45 miles or almost 9 
per cent, but its lines are operated by the Midwest Eefining Co. The 
Alliance Oil & Eefining Co. owns 6 miles or 1 per cent. The Illinois 
Pipe Line Co. and the Midwest Eefining Co. together operate 99 
per cent of these lines. 

Importance of large companies. — The Midwest Eefining Co. and 
the Illinois Pipe Line Co. transport practically all of the crude oil 
marketed from the Wyoming fields. The volume of their operations 
is given in Table 7. 
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Table 7. — Quantity of crude petroleum transported by pipe lines hy the Illinois 
Pipe Line Co. and the Midwest Refimng Co,, by fields, in barrels, 1917-1919. 



Company. 


Field. 


1919 1918 


1917 


Midwest Refining Co 


Salt Creek 


Barrels. 

6,218,759 

2,0*^8.793 

3,166,608 

829, 110 

456,457 

231,660 

120,984 

116,442 

24 432 


Barrels. 

5,322,664 

2,907,918 

3.038,983 

1,066,837 


Barreh. 
3,908,311 
2,780,696 


Illinois Pipe Line Co 


Grass Creek 


Do.... 


BigMuddv 


551,292 


Do 


Elk Basin 


1,530,262 


Do 


Lance (^/reek 


Do 


Rook Creek 






Do 


Pilot Butte 


42,936 




Do 


Lest Soldier 




Do 


Grey bull and Torchlight. . 


9.^ 5{M\ 


29,202 




.' ' 




Total 


13,203,245 


12,402,698 


8, 799, 763 









The Midwest Refining Co. transport? all of the crude petroleum 
from the Salt Creek Field and the Illinois Pipe Line Co. from the 
other fields. A comparison ^ of the above totals with the total 
quantities marketed from the Wyoming oil fields shows that the 
Midwest Eefining Co. and the Illinois Pipe Line transported all but 
178,917 barrels in 1917, all but 193,589 barrels in 1918, while other 
€onipanies transported 376,755 barrels in 1919. In other words, in 
1917 these two companies transported 98 per cent of all the crude 
petroleum marketed from Wyoming oil fields, 98.4 per cent in 1918, 
and 97.2 per cent in 1919. 

Pipe-line transportation rates. — Pipe-line companies are not re- 
quired to operate their lines as common carriers within the State of 
Wyoming. However, the Illinois Pipe Line Co. has filed tarijff 
rates with the Interstate Commerce Commission and with the Wyo- 
ming State Board of Equalization, and it acts as a common carrier. 
Some of its pipe lines have been put in operation recently, and at 
the present time no rates have been filed. The length of the trunk 
line and the rate per barrel which is charged for trunk-line trans- 
portation from the different fields are shown in Table 8. 

Table 8. — Length of trunk lines from different fields, the terminus and the rate, 
in cents per bufielj charged by the Illinois Pipe Line Co. in Wyoming. 



Field. 



Terminus. 



Mileage. 



Rate. 



Big Muddy. 

Do 

Grass Creek . 

Do 

Elk Basin.. 
Lance Creek 
Lost Soldier 
Mule Creek. 
Pilot Butte. 



Casper 

Glenrock 

Chatham 

Greybull 

Frannie 

Lusk 

Fort Fred Steele 

Dakoming 

Riverton 





Cents. 


21.43 


12.00 


3.00 


12.96 


25.00 


15.00 


78.98 


25.00 


12.88 


12.00 


25.60 


25.00 


43.30 


25.00 


13.60 


25.00 


29.10 


20.00 



The rates filed for lines that have been built during the last two 
years are higher than the rates for the older lines. For example, 
the rate from the Elk Basin Field to the raflroad, Frannie, Wyo., 
a distance of 12.88 miles, is 12 cents per baiH^el/while the rate from 

• See section' ^, Table 3. 
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Mule Creek to Dakoming, a distance of 13.6 miles, is 25 cents. The 
line from Elk Basin to Frannie was laid in 1916, while the line from 
Mule Creek to Dakoming was built in 1920. 

THE PETROLEUM REFINING INDUSTRY. 

Section 10. Petroleum refineries in the Eocky Mountain region. 

Early development of the refining industry in Wyoming. — The 
recent development of the refining industry in the entire Kocky 
Mountain region has been dependent upon the growth of the pro- 
duction of crude petroleum in Wyoming. The production of crude 
petroleum in Colorado has declined greatly since 1904 and important 
production in Montana has onljr been developed in 1920. During the 
period covered by this report, m addition to supplying Wyoming re- 
fineries, Wyoming crude oil has largely supplied the refineries in 
Colorado, Utah, and Saskatchewan, Canada. The transportation 
charges to these points are verj^ high. For example, during 1919 
the Utah Oil Refining Co. paid for transportation $0,656 per 
barrel for shipment from Fort Fred Steele, Wyo., and $1,105 per bar- 
rel from Casper, Wyo., for shipment to its refinery at Salt Lake City, 
Utah, while the United Oil Co. paid for the same service $0.73 per 
barrel for crude oil shipped from Parkerton, Wyo., and $1.19 per 
barrel for shipment from Rock River, Wyo., to its refinery at Flor- 
ence, Colo. The refineries outside of Colorado, Utah, and Saskatche- 
wan are so distant from the Wyoming fields, as compared with other 
sources of supply, that the cost of transportation of the crude to them 
by rail would be very expensive. 

The first refinery operated in the State of Wyoming was built at 
Casper by the Pennsylvania Oil & Gas Co. about 1895. It was 
nothing more than a skimming plant with a capacity of 60 barrels 
per day, and did not prove to be a profitable venture, as the crude 
oil had to be transported to it by wagon a distance of over 40 miles. 
Soon after this the Pittsburgh- Salt Lake Oil Co. built a small plant, 
with a daily charging capacity of 125 barrels, at Spring Valley, in 
Uinta County. The production of crude petroleum near Spring 
Valley has never been large and this plant never became important. 

The Northwestern Oil Refining Co.'s plant at Cowley, Wyo., is the 
oldest refinery now operated in the State. This company was or- 
ganized in June, 1909, and built a refinery at Cowley with a daily 
capacity of 450 barrels. Its crude supply is obtained from the Elk 
Basin and Byron Felds. 

As already stated in April, 1912, a 1,200-barrel gusher was brought 
in in the Salt Creek Field. An oil boom followed and the Natrona 
Pipe Line & Refinery Co. and the Midwest Oil Co. each built a re- 
finery at Casper and connected them with the Salt Creek Field by 
pipe lines. The erection of these refineries marked the beginning of 
the development of an important refining industry in Wyoming. 

The Midwest Refining Co. — The refining business of the Midwest 
Refining Co. had its inception in the organization of the Natrona 
Pipe Line & Refinery Co. This company was organized in March, 
1911, for the purpose of Tbuilding a plant to refine the crude petroleum 
taken from the property of the French, Belgian, and Dutch interests, 
and had a refinery in operation before the end of 1912. At the time 
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of its organization the Natrona company also entered into a contract 
with the Wyoming Oil Fields Co. (the producing company for the 
foreign interests) for its supply of crude petroleum. In order to 
get the crude petroleum to the refinery it built a 6-inch pipe line, 
about 47 miles in length, from the Salt Creek Field to its refinery at 
Casper. About the same time, the Midwest Oil Co., which had some 
production in the Salt Creek Field, built a pipe line to Casper, where 
it was also building a refinery. 

The Natrona Pipe Line & Refinery Co.'s plant and pipe line, to- 
gether with their contract with the Wyoming Oil Fields Co., were 
taken over on February 24, 1913, by the Reed Investment Co. and 
the Reed Midwest Investment Co., two promotion concerns. This 
latter company was organized January 21, 1913, for the purpose of 
financing the Franco Petroleum Co., which was organized March 23, 
1913. On April 1, 1913, the Franco Petroleum Co. took over the con- 
tract between the Wyoming Oil Fields Co. and the Natrona Pipe 
Line & Refinery Co. on one side, and the Reed Investment Co. and 
the Reed Midwest Investment Co. on the other, and gave in payment 
therefor 2,000,000 shares of its preferred stock and 3,999,993 shares 
of its common stock (par value of both $1). With the exception of 
seven qualifying shares held by the officers and directors, this was 
the total authorized capital stock of the company. 

The Midwest Refining Co. was incorporated in Maine on February 
20, 1914, with a capital stock of $20,000,000 divided into 400,000 
shares, with a par value of $50 per share. On February 27, 1914, 
it obtained the Midwest Oil Co.'s refinery properties at Uasper, 
together with the incidental and appurtenant property, contracts, 
etc., as well as $400,000 working capital which consisted of $200,000 
cash and $200,000 merchandise, and in addition acquired the right 
to operate its oil leases under 20-year contracts. In return the share- 
holders of the Midwest Oil Co. received $12,000,000 in Midwest Re- 
fining Co. stock and $75,000 in the form of assumption of liens and 
noninterest bearing notes. At the same time the Midwest Refining Co. 
obtained 51 per cent of the stock of the Franco Petroleum Co. and 20- 
year contracts for all the crude oil produced by the Midwest Oil Co., 
the Little Reed, or Associated, companies, i. e., the Castle Creek 
Oil Co., the Bluestone Oil Co., the Control Oil Co., the Crescent Oil 
Co., the Fitzhugh Oil Co., the Seattle Oil Co., the California Oil Co., 
the Pinero Oil Co., the Henshaw Oil Co., and the Barbadoes Oil Co. 
The control of 51 per cent ^^ of the stock of the Franco Petroleum 
Co. gave the Midwest Refining Co. control of the refinery of the 
Natrona Pipe Line & Refinery Co., and the crude oil production of 
the Wyoming Oil Fields Co., as was explained in a foregoing para- 
graph. 

When the Midwest Refining Co. acquired control of these impor- 
tant sources of crude oil production, and acquired the two refin- 
eries at Casper, apparently the only other refinery operating in 
Wyoming was the small one at Cowley, which was owned by the 
Northwestern Oil Refining Co. With the acquisition of the plants 
at Casper the Midwest Refining Co. was in practical control of the 
refining situation in the State. However, about a year later, other 

10 It was arranged that the Midwest Refining Co. was to obtain the remaining 49 per 
cent later; practically all of this stoclt has since been acquired. 
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interests (the Grey bull Refining Co.) began the erection of a plant 
at GreybuU, which caused the Midwest interests much concern; but 
by February of 1916 it had secured control of this company, and 
^by July, 1917, it had acquired complete ownership. The acquisition 
of the (jrreybuU refinery was effected soon after the refinery began 
operations, in January, 1916. 

In 1917 the Midwest Refining Co. acquired control of the refinery 
of the Utah Oil Refining Co. at Salt Lake City, and on August 1, 
1920, it put a new 5,000-barrel refinery in operation at Laramie, 
Wyo. Hence it now owns and controls four refineries with a daily 
capacity of 64,200 barrels. 

During the summer of 1920 the Standard Oil Co. (Indiana) 
acquired an interest in the Midwest Refining Co. Stockholders of 
the Midwest Refining Co. and officials of the Standard of Indiana 
agreed to exchange iMidwest Refining Co. stock for stock of the 
Standard Oil Co. (Indiana) on the basis of 4 shares of Midwest 
Refining Co.'s stock for 1 share of the stock of the Standard Oil Co. 
(Indiana). The Standard Oil Co. (Indiana) exchanged treasury 
stock for the stock of individual stockholders of the Midwest Re- 
fining Co. On December 31, 1919, the Midwest Refining Co. had 
issued 623,361 shares, with a par value of $50. The Standard Oil 
Co. (Indiana) authorized the New York Trust Co. to acquire not 
less than 125,000 nor more than 250,000 shares of Midwest stock. 
On December 21, 1920, the Standard Oil Co. (Indiana) had ac- 
quired 205,053 shares or about 33 per cent of the total issued. 

Thk Standard Oil Co. (Indiana). — This company entered the 
Wyoming oil field Sometime during 1913. Among its purposes was 
that of handling certain petroleum distillate and fuel oil from other 
refineries. These distillates are run through the Burton Process 
pressure stills, by which a high percentage of gasoline is obtained. 
W. M. Burton, now president of the Standard Oil Co. (Indiana), 
patented this process, and the Standard Oil Co. (Indiana) through 
him holds all patents on said process. 

On July 1, 1913, a contract for redistilling certain of their oils 
was entered into between the Midwest Oil Co. and the Franco 
Petroleum Co. — both having refineries at Casper— on the one side 
and the Standard Oil Co. (Indiana) on the other. This marks the 
beginning of the activities of the Standard Oil Co. (Indiana) in this 
field. This contract was taken over by the Midwest Refining Co. 
after it was organized and had acquired the refining properties of 
the Midwest Oil Co. and the Natrona Pipe Line & Refinery Co. 
Since then, other similar contracts have been entered into for in- 
creased supplies of petroleum distillates and fuel oil. With the in- 
creasing supply of raw material the Standard Oil Co. (Indiana) 
increased its plant. 

Burton Process stills have also been erected in connection with the 
plant, which the Midwest Refining Co. obtained from the GreybuU 
Refining Co., at GreybuU, Wyo., and at the Utah Oil Refining Co.'s 
plant at Salt Lake City, Utah. These are operated on a " customs " 
or royalty basis, by which the Standard Oil Co. (Indiana) receives 
a certain price per barrel for running the distillate. 

Other refineries in Wyoming. — ^The Riverton- Wyoming Refining 
Co., with a plant of 2,000 barrels daily capacity located at Riverton, 
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the Mutual Refining & Producing Co./^ with a plant of 1,500 barrels 
daily capacity located at Glenrock, and the Alliance Oil & Refining 
Co., with a plant of 1,500 barrels daily capacity located at Thermop- 
olis, are the only other plants that are definitely known to be operat- 
ing within the State. 

The Wind River Refining Co. built a plant at Lander with a daily 
capacity of 1,000 barrels. The crude oil obtained in the vicinity of 
Ijander is a heavy crude and from a refining standpoint is not nearly 
so valuable as other crudes. This refinery was closed down on 
August 11, 1919, and on November 18, 1919, it was taken over by 
the Producers & Refiners Corporation. 

The Wyatt Oil & Refining Co. has a small plant at Fetterman, 
having a daily capacity of 500 barrels, but this plant has not been 
operated for some time. 

The General Petroleum Corporation has recently built a plant 
at Lovell, with a daily capacity of 500 barrels, and the McWhorter- 
Oil & Refining Co. has built a plant at Lusk with a daily capacity 
of 250 barrelSj but these plants were not operated during the period 
covered by this report. The Midwest Renning Co. has just built a 
plant at Laramie with a daily capacity of 5,000 barrels, which began 
operations in August, 1920. 

Other refineries consuming Wyoming crude petroi^eum. — In 
addition to the refining plants located in Wyoming there are three 
others that draw all or most of their crude supply from the Wyoming 
oil fields. 

The United Oil Co., located at Florence, Colo., was incorporated 
in July, 1887, and is the pioneer refining company of this section. 
The Continental Oil Co., a Standard Oil marketing concern, owns 
98 per cent of the capital stock of this company, it is reported to 
have one of the best-equipped refineries in this region including a 
wax plant and Burton Trocess pressure stills. Its daily capacity is 
1,050 barrels of crude petroleum, and in 1919 it obtained 194,510 
barrels or 53.4 per cent of its crude supply from the Wyoming fields. 
The balance came from Colorado and the Mid-Continent Fields. 

The Imperial Oil Co. (Ltd.), of Canada, a subsidiary of the 
Standard Oil Co. (New Jersey) operates a refinery at Ilegina in 
the Province of Saskatchewan, Canada. This plant is largely sup- 
plied with crude petroleum from the Wyoming oil fields. The exact 
quantity of crude exported to this plant is not known, but it is under- 
stood that in 1918 the production of the Ohio Oil Co. in the Elk Basin 
Field went to this plant. This amounted to about 379,000 barrels. 
Under a contract, dated January 11, 1919, the Ohio Oil Co. agreed 
to deliver this production to the Midwest Kefining Co. at GreybuU 
and in exchange to ship 2,000 barrels per day of Salt Creek crude to 
the plant of the Imperial Oil Co. (Ltd.), at Regina. 

The Utah Oil Refining Co., which has operated a refinery at Salt 
Lake City, Utah, since 1909, formerly consumed distillates only and 
secured its supply from California. In 1917 the Midwest Refining Co. 
acquired 50 per cent of the common stock of this company, and since 
that time it has been supplied with crude oil from the Wyoming 
fields. 

^ Taken over by the Elk Basin Consolidated Petroleum Co. in 1920. See sec. 12. 
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Daily capacity of refineries. — The daily capacity of petroleum 
refineries operating on Wyoming crude oil nas mcreased rapidly in 
recent years. The daily capacity of the plants as of September 1, 
1920, is shown in the following table : 



Table 9- 



-Location and daily capacity of refineries operating on Wyoming crude 
petroleum. 



CompAny. 



Location. 



DaUv 
Mkpacity. 



Midwest Refining Co 

Do TZr. 

Do 

Utah Oil Refining Co 

Imperial Oil Co. (Ltd.)* 

Riverton-Wyoming Refining Co 

Mutual Refining & Produdhg Co.*. 

Alliance Oil & Refining Co 

United Oil Co 

Producers & Refiners Corporation.. 

Northwestern Oil Refining Co.« 

Gen wal Petroleum Corp 

McWhorter Oil & Refining Co 

Southwest Oil Co 



Casper, Wy o 

Greybull, Wyo 

Laramie, Wyo 

Salt Lake City, Utah... 
Regina, Saskatchewan. 

Riverton, Wyo 

Olenrock, Wyo 

Thermopolis, Wyo 

Florence, Colo 

Lander, Wyo 

Cowley, Wyo 

Lovelf, Wyo 

Lusk, Wyo 

Thornton, Wyo 



Barrels. 

40,000 

16,000 

5,W) 

4,200 

3,000 

2,000 

1,000 

1,500 

1,050 

1,000 

750 

250 

200 

50 



Total capacity 76,500 



1 Capacity estimated. > Taken over by the Elk Basin Consolidated Petroleum Co. in 1920. 

This gives a daily capacity of 75,500 barrels for refineries in 
the United States and Canada dependent upon Wyoming crude of 
which 64,200 is owned or controlled by the Midwest Eefining Co. 
and 1,050 by the United Oil Co. The plant of the Imperial Oil Co. 
(Ltd.), located at Eegina, Saskatchewan, which as already stated, 
secures most of its supply of crude oil from the Wyoming oil fields, 
has a daily capacity of about 3,000 barrels. In addition to the above, 
Burton Process plants have been installed at refineries located at Cas- 
per, Greybull, and Laramie, Wyo., at Salt Lake City, Utah, and Flor- 
ence, Colo., which rerun the gas and fuel oil produced by these 
plants. The daily capacity of these stills is 15,000 barrels at Casper, 
5,000 barrels at Greybull, and 1,500 barrels at Laramie. However, 
these stills do not consume crude oil but operate entirely on distillates 
and fuel oil. 

At the present time the daily capacity of the refineries operated 
by the Midwest Refining Co. equals 79 per cent of the total daily 
capacity of all refineries drawing upon Wjroming for their crude 
supply, and the Midwest Refining Co. and its subsidiary, the Utah 
Oil Refining Co., operate 85 per cent of the total rated capacity, 
while if the capacity of other Standard companies is included their 
daily capacity is 90 per cent of the total. 

Refinery operations. — The consumption of crude petroleum by 
domestic refineries operating in whole or in part on Wyoming crude 
is increasing very rapidly. The Bureau of Mines has collected and 
compiled the statistics of refining operation since 1916. The quan- 
tity of crude consumed and the production of the principal refinery- 
products as reported by the Bureau of Mines is given in Table 10. 
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Table 10. — Quantity of crude consumed and prodttction of principal refined 
products by refineries in Colorado, Utah, and Wyoming, 19lG-1919» 



Item. 


Unit. 


Crude run 


Barrels 


Fuel oil and distillate run 


....do 


Gasoline 


Gallons . . . 


Kerosene 


do 


Gas and fuel oil 


do 


Lubricants 


do 


Pai*affin wax 


Pounds... 


Coke 


Tons 


Asphalt 


do 


Miscellaneons 


Gallons . . . 


Refinery loss 


do 



1919 



12,700,046 
7,351,062 

237,713,872 

65,691,295 

279,701,842 

3,481,554 

3,070,741 

20,181 

20 

219,311,185 

716,819 



1918 



11,913,125 
4,627,512 

212,108,809 

62,695,223 

243,755,929 

3,653,559 

2,259,346 

14,912 

40 

136,475,995 

732,931 



1917 



8,834,689 

160,076,943 

55,241,959 

189,061,186 

2,623,202 

1,117,494 

10,864 



56,990,032 
611,568 



1916 



6,670,024 

76,116,480 

39,099,577 

127,223,234 

1,584,902 

1,178,161 

4,942 



223,862 
221,643 



1 Not shown for these years. 

The fuel oil and distillate rerun is practically all obtained from 
crude distilled during the year, hence, the quantity shown for some 
of the refined products is larger than the quantity actually pro- 
duced. This is particularly true of the quantity shown for fuel and 
gas oil. The fuel and gas oil and part of the wax distillate produced 
by the Midwest Refining Co., at Casper, has been rerun through the 
Burton Process pressure stills operated by the Standard Oil Co. 
(Indiana). The totals for gasoline include gasoline, naphtha, and 
engine distillate. It would be more accurate to use the term motor 
spirits instead of gasoline. 

The refinery operations show a very high yield of motor spirits 
from the Wyoming crude. Based on the crude run, the yield of 
motor spirits in 1919 was 44.6 per cent; in 1918, 42.4 per cent; in 
1917, 43.1 per cent; and in 1916, only 31.9 per cent. While the 
Wyoming crude oil is high-grade light crude, the vield of motor 
spirits would be only about one-half as great if the Burton Process 
were not used so extensively. 

Relative importance of the Midwest Refining Co. — The Mid- 
west Refining Co. is the dominant refining factor in Wyoming and 
also in the entire Rocky Mountain region. Its importance is snown 
in Table 11. 

Table 11. — Comparison of the crude cmisumption by the Midwest Refining Co, 
with the total consumption by all refineries in the Rocky Mountain region, in 
barrels of 42 gallons, 1917-1919. 



Year. 


Crude con- 
sumed, all 
refineries.! 


Midwest 
refineries. 


Midwest 
percent- 
age of the 
total. 


1919 


Barrels. 
12,700,045 
. 11,913,125 
8,834,689 


Barrels. 
10,891,301 
10,924,414 
7,185,595 


Per cent. 
86.76 


1918 


91.70 


1917 


81.33 







1 Totals as reported by the United States Bureau of Mines. 

If the consumption of the Utah Oil Refining Co., which is con- 
trolled by the Midwest, is included with that of the Midwest re- 
fineries, the total consumption of the Midwest interests would be 
11^30,202 barrels, or 94.27 per cent, for 1918, and 11,914,008 barrels, 
or 93.81 per cent, for 1919. 

Dependence of the Wyoming producer on local refineries.— 
The geographic isolation of the Wyoming oil fields with reference 
to the prolific Mid-Continent and California fields and the absence of 
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pipe-line transportation to large consuming centers makes it neces- 
sary for the producer to sell his crude petroleum to local refining 
companies or to refineries that are distant from adequate crude pro- 
duction. The dependence of the producer upon the local refiners is 
strikingly shown m Map 2 (facing p. 40) , which gives the location of 
Wyoming refineries and the chief refineries in regions adjacent to the 
Eocky Mountain section. The nearest refineries outside of this region 
are from 600 to 1,000 miles distant, which, together with an ample 
supply in the immediate vicinity and the absence of pipe lines from 
Wyoming, eliminates such refiners as competitors for Wyoming crude 
petroleum. 

MARKETING CRUDE AND REFINED PETROLEUM 

PRODUCTS. 

Section 11. Methods of marketing crude and refined petroleum products. 

Methods of marketing crude petroleum. — ^The bulk of the crude 
petroleum produced in other sections of the United States that is not 
the production of a refining company is sold to the purchasing com- 
panies at open-market prices, which are announced or posted by the 
crude purchasing companies. In the Salt Creek Field m Wyoming, 
however, a large part of the crude is secured by the Midwest Kefining 
Co. under 20-year contracts ; the production not obtained under such 
contracts in this field and that purchased in all other fields is bought 
at the posted market price. 

The method of determining the price paid for the crude purchased 
under the 20-year contracts is described in the contract of February 
21, 1914, between the Midwest Oil Co.^^ ^nd the Midwest Refining 
Co., as follows: 

Fourth. The price which the Refining Company shaU pay and which the 
Oil Company shall receive for said oil shall be as follows : After deducting from 
the gross selling price per barrel, received by the Refining Company in market- 
ing said oil, the expense (not exceeding fifteen cents (15c) per barrel under 
present methods of refining) of producing, transporting, refining, and market- 
ing the same, the balance shall be divided equally and said half part paid and 
received as the price for said crude, subject to alteration in said expense item 
hereinafter provided for. 

The method of settlement, the fixing of a minimum price and pro- 
vision for any " alteration in said expense item," as noted above, are 
set forth in the original contracts as follows : 

Ninth. Settlements for oil purchased shall be made by the Refining Com- 
pany to the Oil Company on or before the Twentieth day of the month suc- 
ceeding the calendar month in which the oil is taken ; payment shall be made 
to the Oil Company at its office in Colorado Springs, Colorado. 

It is especially agreed in bjhalf of the Refining Company that when the price 
of crude oil in the above method of determination shall be eighty-five cents (85c) 
per barrel, and the Refining Company shall have placed in operation new meth- 
ods of refining the petroleum, which methods add to the gross selling price re- 
ceived, then there shall be added to the fifteen cents (15c) total expense al- 
lowed as above, the actual additional cost per barrel involved in and occa- 
sioned by said new methods of refining, provided such increased expense shall 
not result in the Oil Company receiving less than said eighty-five cents (85c) 
per barrel. When pumping becomes necessary, actual cost thereof shall be 

^ Similar contracts were made with the foUowingr companies : The Castle Creek Oil Co., 
the Bluestone Oil Co., the Seattle Oil Co., the Crescent Oil Co., the Barbadoes Oil Co.. 
the California Oil Co., the Control Oil Co., the Pinero Oil Co., the Fltzhugh Oil Co., the 
Henshaw Oil Co. 

The Midwest Refining Co. has other 20-jesir contracts with the Wyoming Oil Fields 
Co. and the Natrona Pipe Line & Refinery Ca which differ In certain particulars from the 
contracts of the companies listed above. 
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allowed as expense to be deducted, even though such allowance increases the 
total cost above fifteen cents (15c) per barrel. 

These contracts have been modified from time to time in certain 
particulars. The latest revision regarding the method of determin- 
ing the price to be paid for the crude petroleum is shown in the fol- 
lowing excerpt from a contract with the Wyoming Associated Oil 
Corporation dated July 18, 1919 : 

Five. A. During the period from June 1st, 1919, to June 1st, 1922, the price 
to be paid by the Refining Company to the Producing Company for oil pur- 
chased by the Refining Company from the Producing Company shall be fixed 
and determined as follows : 

When the average price received for gasoline at said Casper (Wyoming) re- 
finery during any month is eighteen cents (18^) per gallon, and the average 
price received for Water White Kerosine Oil during said month is seven and 
one-half cents {7H) per gallon, the crude oil taken under this contract for 
said month shall be settled for at the base price of one dollar thirty-two and 
one-half cents ($1.32i) per barrel. If the average price received by the Re- 
fining Company during any month for gasoline at its Casper (Wyoming) Plant, 
shall be less or more than eighteen cents (18^) per gallon, then for each cent 
increase or decrease over or under said sum of eighteen cents (18^) there shall 
be added to or subtracted from said base price of one dollar thirty-two and 
one-half cents ($1.32i) five cents (5^) per barrel in order to compute the 
settlement price of crude oil for said month, and if the said average price re- 
ceived by the Refining Company at its said Casper Plant for Water White 
Kerosine Oil shall be less or more than seven and one-half cents {7H) per 
gallon, then for each cent increase or decrease over or under the said sum of 
seven and one-half cents {7H) there shall be added to or subtracted from said 
base price of one dollar thirty-two and one-half cents ($1.32i) two and one-half 
cents {2H) per barrel in order to compute the settlement price of crude oil for 
said month. Decreases or increases of less than one cent (1^) in the price of 
either gasoline or Water White Kerosine oil shall be figured proportionately. 

B. During the period from June 1st, 1922, to June 1st, 1925, the price to be 
paid by the Refining Company to the Producing Company for oil purchased by 
the Refining Company from the Producing Company shall be fixed and de- 
termined as follows : 

On or before the first day of May, 1922, the Producing Company shall notify 
the Refining Company in writing whether the Producing Company elects to 
accept for the period of three (3) years, beginning June 1, 1922, the price fixed 
as provided in Subdivision A, paragraph five, hereof, or to accept for said 
period a price fixed as in said subdivision A, paragraph five, but with a varia- 
tion in price of crude oil of seven cents (7^) per barrel for each variation of 
one cent (1^) in the average price of gasoline per gallon, and a variation of 
three and one-half cents (SH) per barrel for each variation of one cent (1^) 
• in the average price of Water White Kerosene Oil per gallon, and the Refining 
Company shall pay for Crude Oil in accordance with such election. 

C. During the period from June 1, 1925, to June 1, 1928, the price to be paid 
by the Refining Company to the Producing Company for oil purchased by the 
Refining Company from the Producing Company shall be fixed and determined 
as follows : 

On or before the first day of May, 1925, the Producing Company shall notify 
the Refining Company in writing which of the two options as to price set out 
in subdivision B of this paragraph five it elects to accept, and the Refining 
Company shall pay for Crude Oil in accordance with such election. 

D. During the period from June 1, 1928, to June 1, 1931, the price to be paid 
by the Refining Company to the Producing Company for oil purchased by the 
Refining Company from the Producing Company shall be fixed and determined 
as follows: 

On or before the first day of May, 1928, the Producing Company shall notify 
the Refining Company in writing of the two options as to price set out in sub- 
division B of this paragraph five it elects to accept, and the Refining Company 
shall pay for Crude Oil in accordance with such election. 

E. During the period from June 1, 1931, to January 1, 1934, the price to be 
paid by the Refining Company to the Producing Company for oil purchased by 
the Reeling Company from the Producing Company shall be fixed and deter- 
mined as follows: 



Digitized by 



Google 



38 



PETROLEUM INDUSTRY OF WYOMIKG. 



On or before the first day of May, 1931, the Producing Company shall notify 
the Refining Company In writing which of the two options as to price set out 
in subdivision B of this paragraph five it elects to accept, and the Refining 
Company shall pay for Crude Oil In accordance with such election. 

It Is understood that In no event shall the price paid for Crude Oil hereunder 
be less than suflicient to enable the said Producing Company to pay all tlie 
present existing royalties or charges upon oil produced in said lands. 

In addition to the crude petroleum secured under these contracts, 
which cover production in the Salt Creek Field only, the Midwest 
Refining Co. purchases crude from Standard and independent pro- 
ducers at the open market or posted market prices. These posted 
prices are the prices at which the large crude-oil marketing com- 
panies offer to buy crude petroleum at the producers' tank. 

Posted prices for Wyoming crude petroleum. — During the last 
few years there has been a large increase in the number or fields in 
which crude petroleum is produced, and as the new fields have devel- 
oped the posted price has become more important. The following 
table shows the posted prices announced by the Midwest Refining 
Co. from March 1, 1914, to December 31, 1920: 

Table 12. — Market price of WyowAng crude petroleum, as reported hy the Mid- 
west Refining Co. a/tid the Ohio Oil Co., hy fields, in barrels of 42 gallons, 
shovnng date of change, Mar. 1, 1914, to Dec. 31, 1920.^ 



Date of 


Field. 






















change. 


Salt 


Elk 


Gcass 


Torch- 


Qrey- 
biUl. 


Mudiy. 


PUot 


Lance 


Rock 


Mule 


Osage. 




Creek. 


Basin. 


Creek. 


light. 


Butte.* 


Creek. 


Cre^. 


Creek. 


1914. 
























Mar. 1.... 


10.50 






















1915. 
























Feb. 25.... 


.50 


10.76 


$0.75 


11.05 
















Nov. 12.... 


.50 


.76 


.75 


1.05 


11.00 














1916. 
























Feb. 1.... 


.60 


.75 


.75 


1.05 


1.00 














Mar. 16.... 


.60 


1.00 


1.00 


1.05 


1.00 










' 




Apr. 16.... 
May 19.... 


.75 


1.00 


1.00 


1.06 


1.00 














.75 


1.10 


1.10 


1.10 


1.10 














Aug. 4.... 


.75 


1.00 


1.00 


1.00 


1.00 














25.... 


.75 


.90 


.90 


.90 


.90 


$0.75 












Dec. 2.... 


.76 


1-00 


1.00 


1.00 


1.00 


.75 












13.... 


.76 


1.10 


1.10 


1.10 


1.10 


.75 












1917. 
Jan. 2.... 


.75 


1.20 


1.20 


1.20 


1.20 


.86 












8.... 


.85 


1.30 


1.30 


1.30 


1.30 


.96 












30.... 


.95 


1.35 


1.35 


1.35 


1.35 


.95 












Mar. 23.... 


.95 


1.40 


1.40 


1.40 


1.40 


.95 












July 6.... 


1.00 


1.45 


1.45 


1.46 


1.45 


1.00 












12.... 


1.05 


1.50 


1.50 


1.60 


1.50 


1.05 












Aug. 21.... 


1.16 


1.70 


1.70 


1.70 


1.70 


1 15 


$1.00 










Dec. 30.... 


1.15 


1.70 


1.70 


1.70 


1.70 


1.20 


1.00 










31.... 


1.20 


1.70 


1.70 


1.70 


1.70 


1.20 


1.00 










1918. 
























Feb. 9.... 


1.30 


1.70 


1.70 


1.70 


1.70 


1.30 


1.00 










Mar. 21.... 


1.50 


1-85 


1.85 


1.85 


1.85 


1.50 


1.32 










Oct. 1.... 


1.50 


1.85 


1.85 


1.85 


1.86 


1.50 


1.12i 


$1.80 


$1.50 


$1.80 




1919. 
Nov. 21.... 


1.75 


2.10 


2.10 


2.10 


2.10 


1.75 


1.37i 
1.62i 


2.05 


1.76 


1.80 




Dec. 23.... 


2.00 


2.35 


2.35 


2.35 


2.35 


2.00 


2.30 


2.00 


1.80 




1920. 
Jan. 13.... 


2.25 


2.60 


2.60 


2.60 


2.60 


2.25 


1.87J 




2.55 


2.25 


1.80 




Feb. 3...: 


2.26 


2.60 


2.60 


2.60 


2.60 


2.26 


1.87 




2.56 


2.35 


1.80 




Mar. 1.... 


2.50 


2.86 


2.85 


2.85 


2.85 


2.50 


2.12 




2.80 


2.50 


1.80 




16.... 


2.75 


3.10 


3.10 


3.10 


3.10 


2.75 


2.37 




3.06 


2.75 


2.06 




Sept. 16.... 


2.75 


3.10 


3.10 


3.10 


3.10 


2.75 


2.37 




3.06 


2.75 


2.06 


f2.05 



1 No change from Sept. 16 to Dec. 31 , 1920. 



* Present prices f. o. b. Blverton, Wyo. 
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T. A. Dines, vice president of the Midwest Refining Co., stated 
in a conference with the Commission held December 21, 1920, that 
the Ohio Oil Co. leads in posting prices. 

The Ohio Oil Co/ began to post prices for Wyoming crude pe- 
troleum on February 25, 1915, when prices identical with those 
named by the Midwest Eefining Co. were named for Elk Basin and 
Grass Creek crude. The dates of change by the two companies are 
identical, except on two occasions when price advances were made 
one day earlier by the Midwest Refining Co. 

Comparison or the posted market prices for representative 
Wyoming and Mid-Continent crude petroleum. — ^A comparison of 
the posted market prices for crude produced in the Salt Creek and 
Big Muddy Fields, which crudes represented almost 70 per cent of 
Wyoming production for 1919, with the posted market prices for the 
average grade crude from the Mid-Continent Field is shown in 
Table 13: 

Table 13. — Comparison of the posted market prices for Salt Greek and Big 
Muddy crude petroleum with those of Kansas-Oklahoma crude, in barrels of 
42 gallons, showing date of change in posted prices, Mar. 1, 1914, to Dec. 31, 
1920} 



Date. 


Salt Creek 
and Big 
Muddy 
crude. 


Kansas- 
Okla- 
homa 
crude. 


Date. 


Salt Creek 
and Big 
Muddy 
crude. 


Kansas- 
Okla- 
homa 
crude. 


1914. 
Mar. 1 


10.50 
.50 
.50 
.50 
.50 
.50 
.50 
.60 
.50 

.50 
.50 
.50 
.50 
.50 
.50 
.50 
.50 
.60 
.60 
.50 
.50 

.50 
.60 
.60 
.60 
.60 
.60 
.75 
.75 
.75 
.75 
.75 
.75 
.75 


11.05 
1.00 
.95 
.90 
.85 
.80 
.75 
.65 
.55 

.45 

.40 

.60 

.55 

.60 

.65 

.75 

.80 

.90 

1.00 

1.10 

1.20 

1.25 
1.30 
1.30 
1.40 
1.45 
1-65 
1.55 
1.45 
1.35 
1.25 
1-15 
1.05 
.95 


1916— Continued. 
Aug. 17 .•. 


$0.75 
.75 
.75 
.75 
.75 
.75 

.75 

.75 

.85 

.85 

.95 

1.00 

1.05 

1.05 

1.05 

1.15 

1.20 

1.30 
1.30 
1.50 

1.50 
1.75 
1.75 
2.00 

2.00 
2.25 
2.25 
2.50 
2.75 


10.90 


Apr. 8 


Nov. 29... 


1.00 


^ 10 :....;...:..: 


Dec. 12 


1.10 


13 


18 


1.20 


15 


23 


1.30 


27 


28 . . . 


1.40 


30 


1917. 
Jan. 3 




Sept. 12 




^ 22 


1.60 


> 


6 


1.60 


1915. 


8 


1.60 


Feb. 8 


12 


1.70 


16 


30 


1.70 


Aug. 2 


July 6 


1.70 


^ 4 :::::.::;::.:.:: 


12...::.....;::::.:.::;: 


1.70 


11: 


Aug. 15 


1.90 


19 


18 


2.00 


21 


21 


2.00 


Sept. 11 


Dec. 31 


2.00 


Nov, 13.. 


1918. 
Feb. 9 




15 




Dec. 13 ^ 


2.00 


14 


Mar.l9 


2.25 




21 


2.25 


1916. 
Jan. 20 


1919. 
Nov. 20 




26 


2.50 


Feb. 1 


21 


2.50 


Mar. 4 


Dec. 20 


2.75 


11 


23 


2.76 


14 


1920. 
Jan. 5 




Apr. 16 




Jlfiy 24 


3.00 


29 


13 


3.00 


Aug. 1 


Feb. 27 


3.25 


Mar. 1 : 


3.50 


12 


16 


3.50 


15 








- 



1 No change from Mar. 16 to Dec. 31, 1920. 
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T. A. Dines, vice president of the Midwest Refining Co., stated 
in a recent conference with the Commission held December 21, 1920, 
that in recent years the posted prices of Wyoming crude petroleum 
have been fixed at about $0.75 per barrel under the price for Kansas- 
Oklahoma crude. 

From March 1, 1914, to February 15, 1915, Mid-Continent crude 
constantly declined in price until the posted price was 10 cents per 
barrel lower than that for the Salt Creek and Big Muddy crudes. 
On August 2, 1915, the prices were the same. From August 4, 1916, 
to the be^nning of 1917 the margin between the two was very irreg- 
ular; while since January 3, 1917, the price of Oklahoma-Kansas 
crude has, except for short periods, been about 75 cents higher than 
the Salt Creek and Big Muddy crudes. 

Marketing refined products. — ^The refineries in Wyoming and in 
the Eocky Mountain region do not distribute their refined products, 
such as gasoline and kerosene, direct to the consumer. Even the 
Midwest Kefining Co. sells all of its gasoline and kerosene at the 
refinery to large marketing companies. Some fuel oil is sold direct 
to large consumers. The annual production of gasoline and kerosene 
in Wyoming has been, for several years, much greater than the Eocky 
Mountain territory can consume. 

The Midwest Eefining Co. instead of making a verv large invest- 
ment in marketing facilities throughout Idaho, Montana, Utah, 
Wyoming, the Dakotas, Nebraska, and Colorado, has elected to 'sell 
most of its products to the Standard Oil marketing companies, as 
the independent marketers in this territory require comparatively 
small quantities of refined products. 

As early as 1910, Verner Z. Eeed approached the Standard Oil Co. 
(New Jersey) with the suggestion that it market the refined prod- 
ucts which were to be produced by his refinery.^* 

The following table, which gives the percentage of the total sales 
of refined products by groups of purchasers, made by the Midwest 
Eefining Co. from March 1, 1914, to December 31, 1917, and for the 
period 1918 to June 30, 1920, shows the importance of sales made by 
the Midwest Eefining Co. to the various Standard Oil companies : 

Table 14. — Percentage of total sales value of refined products hy groups of 
purchasers, made by the Midicest Refining Co. from Mar. 1, 1914, to Dec. Slj 
1917 and 1918 to June 30. 1920, 



Group. 


Mar.l, 

1914 to 

Dec. 31, 

1917. 


1918 


1«19 


Jan.-June 
1920. 


Standard Oil stodd 


Per cent. 
73.37 
17.05 
9.68 


Percent. 
88.90 

e.e9 

4.41 


Percent. 
90.07 
4.74 
5.19 


Per cent. 
88.48 


Independent companies . ... 


6.01 


Ra'lroftdii f^'nA other consumers 


6.51 






Total 


100.00 


100.00 


loaoo 


100.00 







''^•The dependence of the Midwest Eefining Co. upon members of 
the^ Standard Oil group and the smallness of sales to consumers is 

" Testimony of Verner Z. Reed before the House Committee on the Public Lands, 65th 
Cong., 2d sess., on H. R. 3232. 
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very striking. The dependence of Standard Oil companies upon 
other refiners for refined products is also indicated. Even the Stand- 
ard Oil companies of New York and New Jersey, whose domestic mar- 
keting territory is on the Atlantic seaboard, purchase considerable 
quantities of refined products produced in Wyoming, which at least 
in the case of the Standard Oil Co. of New York were distributed 
into its domestic marketing territory, particularly in New York 
State. 

During the period March 1, 1914, to the end of 1917, about 38 
per cent and for 1918 about 27.5 per cent of the total sales were 
sold to companies that market the gasoline and kerosene in the 
Rocky Mountain States. About 35 per cent for the earlier period and 
almost 37 per cent in 1918 went to the Dakotas and Nebraska. Prior 
to 1918 very little was sold to California companies. During the 
last half of 1919 and in 1920 shipments to California have been much 
larger. 

INVESTMENT AND EARNINGS. 

Section 12. Investment and earnings of the Mdwest Eefining Co. 

The financial i:eatures of the Midwest Refining Co. — The 
rapid expansion of the Midwest Refining interests, through successive 
organizations, has been shown in the preceding sections, but a some- 
what detailed and critical examination of the financial features of 
this development is necessary in order tp determine its investment in 
the Wyommg crude oil industry and to show what earnings it has 
realized. 

The genesis of the Midwest interests is found in the Reed In- 
vestment Co., which was organized in 1911 with a capital stock 
of $250,000. In the same year, the Reed Investment Co. organized 
the Midwest Oil Co., which was capitalized at $6,000,000. In 1913, 
the Franco Petroleum Co. was organized with a capitalization of 
$6,000,000. This company acquired contracts between Reed inter- 
ests, the Wyoming Oil Fields Co. and the Natrona Pipe Line & 
Refinery Co., the latter companies were owned by foreign interests. 
The Midwest Refining Co. was organized on February 20, 1914, with 
a capital of $20,000,000 ($50 par value) and took over the refinery 
properties of the Midwest Oil Co. and the Franco Petroleum Co., 
and acquired through the contracts heretofore mentioned the right to 
operate all the properties, which had been acquired by these com- 
panies. 

The original entry on the books of the Midwest Refining Co. on 
March 1, 1914, shows the value of the properties and contracts ac- 
quired from the Midwest Oil Co. and the Franco Petroleum Co. as 
$19,474,250, of which $1,999,250 was subsequently donated to the 
treasury, leaving $17,475,000 as the net value of properties and leases. 
The physical properties acquired were two refineries with a book 
value of $805,778.92; this leaves $16,669,221.08 as the value of leases 
and contracts. Another adjustment of $197,400.98 for sinking-fund 
purposes was subsequently added to this amount, making a total 
of $16,866,622.06, which is the value placed on the Salt Creek con- 
tracts, as shown in the balance sheet for 1916. 
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The acquisition of the GreybuU Refining Co. hy the Midwest in- 
terests in 1917 was the next important property acquired by the Mid- 
west Refining Co. The entry in its books shows a value of $9,057,- 
186.40 for the property, leases, and contracts thus acquired. On 
December 31, 1916, the capital stock of the Greybull Refining Co. 
was increased from $2,500,000 to $12,000,000. Other companies in 
which the Midwest Refining Co. has become interested include the 
Merritt Oil Corporation, the Grass Creek Petroleum Co., the Western 
States Oil & Land Co., and the Mid-Northern Oil Co. These com- 
panies are all producing companies ; the first three in Wyoming and 
the last named company operates in the Cat Creek Field in Montana. 
The Midwest Refining Co. also owns 51 per cent" of the stock of the 
Utah Oil Refining Co., whose refinery is located at Salt Lake City, 
Utah. 

On December 21, 1920, the Midwest Refining Co. owned about 25 
per cent of the stock of the Salt Creek Producers Association.^^ This 
association owns about 78 per cent of the Wyoming Oil Fields Co., 
all of the Central Salt Creek Co., 67 per cent of the Midwest Oil 
Co., and 78 per cent of the Natrona Pipe Line & Refinery Co. 

The Midwest Refining Co., through its subsidiary, the d^rass Creek 
Petroleum Co., obtained an interest in the Elk Basin Consolidated 
Petroleum Co.^^ This latter company has cruSe-oil production in 
the Elk Basin, Grass Creek, Big Muddy, and the Rock Creek Fields 
in Wyoming, also in Oklahoma, Texas, and Louisiana. It also con- 
trols petroleum refineries at Glenrock and Cowley, Wyo., Chanute, 
Kans., and Kansas City, Mo. ; together with distributing stations in 
Kansas, Nebraska, South Dakota, Montana, and Idaho. 

Investment and earnings of the Midwest Refining Co. — The 
Midwest Refining Co. is engaged in the production, transportation, 
and refining of crude petroleum in the State of Wyoming, hence its 
investment covers these three departments of the petroleum business. 

The plant account includes investment in refineries, pipe lines, and 
refinery equipment, while the oil leases and contracts are shown as a 
separate figure. The balance sheets as reported by the Midwest Re- 
fining Co. for the period 1914-1919 are shown in Table 15. 

Table 15. — Balance sheets^ Midwest Refining Co., as shown hy the company's 

records, 19U-1919. 



Item. 



1914 



1915 



1916 



1917 



1918 



1919 



ASSETS. 

Fixed assets: 

Plant account 

Otherpropertyleases 
and contracts. . . 

Total 

Less depreciation 

Net property, etc.. 



1302,351.45 
17,698,085.36 



$428,437.75 
17,969,676.98 



$1,852,420. 
16,866,622.06 



10 $6, 



495,596.35 
27,626,031.46 



$10,625,602.66 
27,638,031.46 



$18,173,591.25 
25,008,183.46 



18^000,436.81 
452,682.42 



18,398,114.73 
487,315.33 



18,719,042.16 
3,007,553.60 



34,121,737.81 
5,417,589.84 



38,263,634.12 
8,207,510.08 



43,181,774.71 
13,334,654.55 



17,647,754.39 



17,910,799.40 



15,711,488.56 



28,704,147.97 



30,056,124.04 



29,847,120.16 



" Fifty per cent of common and 51 per cent of common and preferred. 
" Organized in 1920. 

^B Some of this stock was secured by the Midwest Refining Co. In December, 1918, In 
exchange for its holdings in the Associated, or Little Reed, companies. 
»• Organized In 1920. 
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Table 15. — BaUmce sheets, Midwest Refining Co., as shotcn by the company's 
records, 1914-1919— Continued, 



Item. 



1914 



1915 



1916 



1917 



1918 



1919 



ASSETS — continued . 

Current assets: 

Cash 

Accounts receivable. 

Notes receivable 

Inventories 



J759,318.47 

420,449.65 

39,773.40 

439,326.55 



$1, 139, 781. 17 
560, 979. 83 
37,697.11 
705,078.67 



1879,032.69 

1,010,560.07 

13, 97a 01 

966,855.03 



13,862,203.18 

1, 169, 868. 16 

14,654.96 

4,234,802.58 



$4,864,645.25 

4,876,531.48 

285,025.30 

7,753,665.20 



$8,107,220.16 

4,947,439.92 

122,819.62 

8,331,383.08 



Total., 



Deferred charges and 
advance payments. . 

Affiliated companies: 
Accounts receivable. 

Notes receivable 

Stocks and bonds. . . 



1,658,868.07 



28,998.91 




2, 870, 425. 80 



19,344.36 



9,281,528.88 



1,067,041.03 



17,779,867.23 



307,768.50 



21,508,86173 
291,586.02 



10, OSl. 88 
9,*885,'d96.*62 



593,013.06 

5,500,000.00 

841,698.91 



2,797,062.70 
6,344,545.34 
1,188,923.21 



512, 36a 38 

214,431.60 

8,088,421.68 



Total.. 



Other investments: 
Stocks, etc., other 

companies 

Other bonds, etc 



Total 

Total assets.. 

LIABILITIES. 

Capital stock 

Current liabilities: 
Accounts paya 
Notes payable. 



Accounts payable . . . 

yable 
Accrued liabilities.. 



Total 

Affiliated companies 



9,895,177.90 



6,934,711.97 



10,330,531.25 



8,815,203.75 



29,369.85 
2,000,000.00 



630, 123. 86 
2,000,000.00 



42,500.00 
664,000.00 



4,500.00 
2,007,174.00 



47,612.79 
1,091,424.00 



5,109,366.19 
4,616,649.00 



2,029,369.85 



2,630,123.86 



706,500.00 



2,011,674.00 1,139,036.79 



9,726,015.19 



21,264,991.22 



23,066,751.70 



29,202,936.62 



47, 999, 103. 85 59, 613, 318. 51 



170,188,787.85 



20,000,000.00 



20,000,000.0020,000,000.00 



25, 558, 350. 00 25, 558, 350. 00 



31,163,050.00 



408, 960. 85 

75,000.00 

685.56 



709,945.79 

560,000.00 

399.92 



78,951.15 

300,000.00 

64,809.85 



615,291.32 4,380,065.26 



3, 184, 129. 18 



1,040,466.17 434,695.37 



421,533.86 



1,270,345.71 



443,761.00 



1,655,757.491 4,814,760.63 



3,605,663.04 



accoimts payable. . . 

Reserve for taxes 

Capital stock surplus. 
Surplus 



Total liabilities.. 



42,019.621 15,412.41 
" 738,' 325." i9| ' i,' 786,"993.' 58 



400,988.95 ' 

2,762,143.75 5,707,595.11 

1 2,966,340.00 2,966,340.00 

8, 358, 186. 67 15, 056, 512. 67 20, 566, 272. 77 



306,707.48 
4,518,887.56 
4,721,307.69 
25,873,172.08 



21, 264,991. 22 29, 202, 936. 62 



29, 202, 936. 62 47, 999, 103. 85 59, 613, 318. 51 



1 70, 188, 787. 85 



» Escrow deposit $2,475,224.58 omitted. 

The financial history and development of the Midwest Refining 
Co. would be complete if the opening balance sheet for March 1, 
1914, were available. Even in the absence of this, however, the analy- 
sis of the investment in fixed properties is very illuminating and 
shows the rapid extension of the activities of the company during 
the period 1914^1919. The plant investment increased from $302,000 
to $18jl74,000 during the period, which shows a remarkable develop- 
ment m producing, pipe line, and refining activities. In 1919, the 
refinery facilities, which had been greatly extended, aggregated 47 
per cent of the investment, while production was 36 per cent and 
sundrv items 17 per cent of the total. The leases and contracts in the 
Salt Creek Field are the important factors during the first three 
years. The book value for these leases and contracts on December 
31, 1914, was $17,560,717.10, later they were adjusted to $16,866,- 
622.06, which figure was taken by the company as the basis for the 
computation of depletion for that year. Sundry leases in Grass Creek 
and Buffalo Basin make up the balance of the reported figure. There 
was no material change during 1915 and 1916, but in 1917 the acquisi- 
tion of the GreybuU Refining Co. and 35.875 per cent interest in the 
Associated, or Little Reed, companies, with minor adjustments, caused 
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an increase of $10,759,409.40 in the reported investment. A decided 
decline of $2,629,848 was made in 1919 as a result of deductions made 
in the Grass Creek property of $1,288,712.19 and in the Associated, or 
Little Reed, companies of $1,710,558 with sundry minor adjustments. 

The rapid development of the fixed investment of this company 
was accompanied bv a corresponding increase in working capital 
made necessary by the volume of business transacted, resulting from 
the demand for petroleum products which expanded rapidly during 
the period under discussion. 

The earnings as reported by the Midwest Refining Co. are given 
in Table 16. 



Table 16.- 



-Income account. Midwest Refining Co., as shown by the company's 
records, 1914-1919. 



Item. 



1914 (10 months). 



1915 



Refinery sales 

Inventory increase . 



13,565,738.01 
144,328.98 



$5,439,081.85 



Costs: . « . . 
Crude, transportation, refining, etc. 
Depreciation 



13,521,409.03 



- $5,439,081.85 



operating profit 

other income: Miscellaneous. 



Gross earnings 

other deductions: 

Abandoned property. 

Bad accounts 

Canceled stock 

Miscellaneous 



Total income.. 



2,381,388.65 
351,214.34 



3,613,695.11 



2,732,602.99 



788,806.04 



101,468.08 
"'6,266. '66 



788,806.04 



107,668.08 



3,613,695.11 

1,825,386.74 
9,231.17 

1,834,617.91 



58,162.43 
10,000,00 

"2," 835.54 



681,137.96 



70,997.97 
1,763,619.94 



Item. 



1916 



1917 



Refinery sales 

Miscellaneous sales ... 
Inventory increase — 

Costs: 

Crude oil, etc 

Refining expense.. 

Field expense 

General expense.. 
Transportation — 
Bepreciation 



Operating profit., 
other income: 

Production 

Car mileage 

Discount 

Interest 

Rent 

Bond income, etc.. 
Profit sale of stock . 
Miscellaneous 



Gross earnings 

other deductions: 

Reserve for taxes — 
Abandoned property. 

Bad accounts 

Canceled stock 

Liberty bond loss 

Miscellaneous 



Total income.. 



$13,514,385.45 
*i63* 182.98 



$13,617,568.43 



$27,814,737.58 
121,121.45 
738,898.91 



$28,674,757.94 



8,818,585.99 

492,339.89 

197,098.60 

336,883.61 

44,320.62 



9,889,228.71 



17,304,026.06 

1,017,636.82 

331,768.10 

657,311.30 

195,551.50 

1,356,066.27 



3,728,339.72 



20,862,360.05 
7,812,397 89 



2.682.16 

8,741.95 

1397.51 

12,644.00 



93,978.87 



117,649.47 



700,620.95 

2,425.15 

64,612.31 

98,896.56 

12,228.15 

183,^50.00 
67,500.00 

129,947.56 



3,845,989.19 



2,703, 

450, 

70, 

80, 

2, 



400.39 
705.19 
747.09 
000.00 
014.80 
975.62 



3,845,989.19 



1,259,580.68 
9,071,978.57 



3,266,843.09 
5,805,135.48 



iDeorease 
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Table 16. — Income accountf Midwest Refining Co., ds shown by the company's 
records, 1914-1919— <^ontinne^. 



Item. 



1918 



1919 



Reftnery sales 

Miscellaneous sales. 
Inventory Increase. 



Costs: 

Crade oil, etc , 

Refining expense.. 

Field expense 

G eneral expense. . . 

Transportation 

Depreciation 

Depletion 



Operating profit.. 
Other income: 

Production 

Car mileage 

Discount 

Interest 

Rent 

Bond income, etc.. 
Profit sale of stock. 
Miscellaneous 



Gross earnings 

Other deductions: 

Reserve for taxes 

Abandoned property. 

Bad accounts 

Canceled stock 

Miscellaneous 



Total income.. 



$41,489,942.44 

877,251.20 

2,090,016.60 



• $44,457,210.24 



24,745,526.40 
2,202,697.81 

876,995.13 
1,057,215.18 

232,699.51 
2,827,547.77 



31,942,681.80 



12,514,528.44 



948,157.46 
2,790.14 

73,457.92 
238,395.21 

22,800.39 
180,560.03 



130,000.74 



1,596,161.89 



14,110,690.33 



5,950,000.00 
159,034.78 
130,420.62 
94,226.85 
260,207.45 



6,593,889.70 



7,516,800.63 



$46,167,938.47 
6,'8i4,'2i4"87 



$52,982,153.34 



28,590,294.62 

5,984,598.56 

691,473.26 

1,612,089.76 

428,465.13 

750,000.00 

2,394,436.18 



40,451,357.51 



12,530,795.83 



1,283,150.29 
6,758.74 



394,438.19 
16,230.56 
272,088.05 
484,988.08 
122,391.09 



2,579,045.00 



15,109,840.83 



3,000,000.00 
"'*'46,672.'82 



3,040,072.82 



12,069,768.01 



The complete details are not available for the years 1914 and 1915, 
hence, only a partial analysis can be made of the income account. 
The table shows that the reported net income varied from the mini- 
mum of $681,137.96, representing earnings for 10 months ending 
December 31, 1914, to $12,069,768.01 for 1919. 

Rate of earnings on entire business. — The rate of earnings on 
the entire business of the Midwest Refining Co. is shown in Table 17 : 

Table 17. — Rate of earnings of Midwest Refining Co. on the entire business, as 
shown by the company's records, 1914-1919. 



Year. 



Net investment. 



Earnings. 



Rate of 
earnings. 



1914 
1015 
1016. 
1917 
1918 
1919 



$20,738,325.19 
21,269,659.39 
25,069,590.12 
35,969,694.64 
46,336,082.69 
55,424,246.27 



I $681, 137 .96 
1,763,619.94 
3,845,989.19 
5,805,135.48 
7,516,800.63 
12,069,768.01 



>3.9 
8.3 
15.3 
16.1 
16.2 
21.8 



1 Ten months. 



* Annual basis. 



The net investment is obtained by, deducting the current liabilities 
from the gross assets as reported in the balance sheet. 

The rate of earnings for 1914 has been computed on the net invest- 
ment at the end of the year. For subsequent years the rate of earn- 
ings is shown on the mean investment, which is obtained by taking 
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one-half of the sum of the net investment at the beginning and end 
of the year. The rate of earnings, including all the activities of the 
company, varied from 3.9 per cent in 1914, which represented opera- 
tions for 10 months, to 21.8 per cent in 1919, with an average rate of 
earnings of 15.5 per cent for the six-year period 1914r-1919. 

Investment and earnings from the oil business. — ^The invest- 
ment as shown by the balance sheets of the company include outside 
investments which must be excluded in order to show the investment 
in its oil business. Table 18 shows the investment of the Midwest 
Refining Co. in the oil business only from March 1, 1914, to Decem- 
ber 31, 1919: 

Tabi^ 18. — Net investment^ excluding investment in outside business, of the 
Midwest Refining Co., as shown by the company's records, 1914-1919. 



Item. 


1914 


1915 


1916 


Net assets (capital and surplus)* - 


$20,738,325.19 


$21,780,993.58 


$28,358,186.67 






Less: 

other investments ♦. 


2,029,369.85 


2,630,123.86 


706, 500. 00 


Notes (affiliated companies) 




Stocks, etc 







9,885^096.02 










Total deductions - 


2,029,369.85 


2,630,123.86 


10,591,596.02 






Net investment in oil business 


18,708,955.34 


19,150,869.72 


17,766,590.65 






Item. 


1917 


1918 


1919 


Net assets (capital and surplus)* r .....,- - . - . 


$43,581,202.61 


$49,090,962.77 


$61, 757, 529. 77 






Less: 

Other investments 


2,011,674.00 

5,500,000.00 

841,698.91 


1,139,036.79 
6,344,545.34 
1,188,923.21 


9,726,015.19 


Notes (affiliated companies) 


214,431.69 


Stocks, etc 


8,088,421.68 






Total deductions 


8,353,372.91 


8,672,505.34 


18,028,868.56 






Net investment in oil business 


35,227,829.70 


40,418,457.43 


43,728,661.21 







1 Including capital stock surplus. 

The net assets are obtained by deducting from the gross assets the 
current liabilities, and from this amount such items as stocks, bonds, 
and notes in affiliated and other companies, which represent interest- 
bearing securities and are not a part of the company's investment in 
its own operations, are deducted in order to determine the company's 
net investment in the oil business. 

The earnings and rate of earnings have been shown for the total 
business of the company, and in order to determine the reported 
earnings from the company's operations in the oil business it is 
necessary to eliminate income from other sources, which includes 
such items as interest, income from bonds, and profit on the sale of 
other stocks, and to add back the deduction for income and excess 
profits tax. The income from the oil business as shown by the com- 
pany's records for the years 1914^1919 is shown in Table 19. 
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Table 19. — Income, exclvding earnings from outside sourceSy of the Midwest 
Refining Co., ds shown by the company's records, 1914-1919. 



Item. 


1914 (10 
months). 


1915 


1916 


1917 


1918 


1919 


Total income 


$681,137.96 
6,200.00 


$1,763,619.94 


$3,845,989.19 


$5,805,135.48 
30,000.00 


$7,516,800.63 
94,226.85 


$12,069,768.01 


Deductions returned to 
income: 
Canceled stocks (out- 
side companies) . . . 




Interest 




397.51 




Liberty bond loss . . . 






2,014.80 
2,703,400.39 






Income tax, etc 






■* 


5,950,000.00 


3,000,000.00 












Total 


687,337.96 


a, 763, 619. 94 


3,846,386.70 


8,540,550.67 


13,561,027.48 


15,069,768.01 




Outside income deducted: 
Interest 








98,896.56 
183,350.00 
67,500.00 


238,395.21 
180,560.03 


394,438.19 


Bond income 








272, 088. 0& 


Profit— sale of stock. . 








484,988.08 














Total 








349,746.56 


418,955.24 


1, 151, 514. 32 












Income from company's 
own oil business 


687,337.96 


1,763,619.94 


3,846,386.70 


8, 190, 804. 11 


13,142,072.24 


13,918,253.69 



For this segregation of the company's income in the oil business, 
however, the information for the years 1914 and 1915 is incomplete 
and to this extent is unsatisfactory. The items excluded are all 
plainly income from outside sources and not from the petroleum 
business. 

Rate of earnings in the oil business. — ^The net investment and 
net earnings in the oil business of the Midwest Refining Co. have 
been shown in the preceding paragraphs. Table 20 shows the rate 
which the Midwest Refining Co. has earned on its net investment in 
the oil business : 

Table 20. — Rate of earnings of the Midwest Refining Co. on its net investment 
in the oil business, as shouy^i by the company's records, 1914-1919. 



Year. 


Net invest- 
ment. 


Net earnings. 


Rate of 
earnings. 


1914 


$18,708,965.34 
18,929,912.53 
18,458,730.19 
26,497,210.18 
37,823,143.57 
42,073,569.32 


1 $687, 337. 96 
1,763,619.94 
3 846,3^6.70 
8,190,804.11 
13,142,072.24 
13,918,253.69 


M.4 


1915 


9.8 


1916 


20.8 


1917 


30.9 


1918 


34.7 


1919 


33.1 







1 10 months. 



s Annual basis. 



The rate of earnings for 1914 has been computed on the net invest- 
ment at the end of the year. For subsequent years the rate of earn- 
ings is shown on the mean investment which is obtained by taking 
one-half of the sum of the net investment at the beginning and end 
of the year. The earnings for 1914 represent operations for only 
10 months, and show 4.4 per cent on the net investment, on an annual 
basis. The financial statements of the company, as segregated above, 
show that the rate of earnings for the six-year period increased from 
4.4 per cent for 1914 to 33.1 per cent in 1919, which represents 
almost a sevenfold increase. The largest rate of earnings is shown 
for 1918, when 34.7 per cent was realized, while the average rate of 
earnings on the net investment in the oil business for the six-year 
period was 25.7 per cent. 
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The years 1914 and 1915 represent a pioneer period in the develop- 
ment of the Midwest Eefininff Co. The year 1914 was a year of com- 
paratively low prices for both crude oil and refined products through- 
out the entire country, while the year 1915 was more profitable. 
During 1916 and 1917 the rate of earnings for the Midwest Refining 
Co. was considerably higher, while 1918 and 1919 were very pros- 
perous years. 

Tentative revision of investment and earnings by the Commis- 
sion. — ^In the preceding paragraphs of this section, the investment has 
been given at the value shown by the company's records, the only 
change being the segregation of the investment and earnings pertain- 
ing to the oil business. As already stated in 1914, the Midwest Refin- 
ing Co. issued 349,500 shares of stock, par value $50 per share, for 
refinery plants, other fixed property, and the 20-year contracts for 
crude petroleum production, which were obtained from the Midwest 
Oil Co. and the Franco Petroleum Co. The company valued these 
contracts at the par value of the stock which gave a total valuation 
of $17,475,000. Later, in 1917, the Midwest Refining Co. acquired 
the refining plant and other property of the Greybull Refining Co., 
for which it paid $3,672,652.17 m cash, property, and stock. This 
property was given a book value of $9,057,186.40, which represented 
an appreciation of $5,384,534.23. Representatives of the company 
informed the Commission, at a conference held December 21, 1920, 
tiiat the Bureau of Internal Revenue had reduced their investment 
in their 20-year contracts about $2,000,000, and that in the Greybull 
Refining Co. property $1,600,000. A tentative revision of the value 
of these properties made by the Commission reduced these valua- 
tions even more than this. The Commission's 'tentative revision 
allowed $36 per share, which was the highest price at which this 
stock sold during the first year, instead of the par value of $50, and 
in the case of the Greybull "Refining Co. property the actual cost was 
allowed instead of the appreciated value. 

The tentative revision of investment made by the Commission, 
and the corresponding adjustments in earnings due to the return to 
income of the depletion on the appreciated value, gave rates of earn- 
ings considerably in excess of those shown on the basis of the com- 
pany's valuations. The rate of earnings in the oil business according 
to the tentative revision made by the Commission are shown in 
Table 21. 

Table 21. — Rate of earnings in the oil business of the Midwt'St Refining Go. 
based on the Commission's tentative revision of earnings and net investment^ 
1914-1919, 



Year. 


Rate of 


Year. 


Rate of 
earnings. 


1W4 


17.9 
13.0 
29.0 


1917 


5^5 


1W5 


1918 ['", .]. 


1916 


1919 


44 4 






i 



1 Annual basis. 



The Commission has only presented a tentative revision becai; 
it is impossible to secure any entirely satisfactory basis for 
valuation of the investment for a company engaged in a speculat 
mining business, such as the production of crude petroleum, 
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ticularly when the major portion of the company's inv.estment is in 
a natural resource. The value of the crude petroleum dei)osits in a 
given oil field are hard to determine, while the determination of the 
value of a given lease or group of leases is a much more difficult 
problem, due to the fact that the development of adjacent leases may 
drain large areas of the property under consideration. 

RELATIONS WITH THE STANDARD OIL GROUP. 

Section 13. Eelations between the Midwest Befining Co. and members of 
the Standard Oil group. 

Refinery operations. — On July 1, 1913, a contract was entered 
into between the Midwest Oil Co. and the Franco Petroleum Co. on 
the one side and the Standard Oil Co. (Indiana) on the other, where- 
by the former companies agreed to sell certain petroleum distillates 
or fuel oil to the Standard to be rerun through its Burton Process 
pressure stills which were to be erected at Casper, Wyo. These con- 
tracts were taken over by the Midwest Refining Co. when it acquired 
the refining and pipe-line properties of the Midwest Oil Co. and the 
Franco Petroleum Co. Later the Midwest Refining Co. acquired the 
refining property of the GreybuU Refining Co. at Greybull and the 
Standard Oil Co. (Indiana) built a Burton Process plant at Grey- 
bull. In December, 1917, the Midwest Refining Co. purchased 50 
Eer cent of the capital stock of the Utah Oil Refining Co., at Salt 
<ake City, and the Standard Oil Co. (Indiana) built a Burton 
Process plant in connection with this refinery. 

The Burton Process plant at the Midwest Casper refinery has been 
operated by the Standard Oil Co. (Indiana). The distillates and 
fuel oil run through these stills were purchased from the Midwest 
Refining Co., and most, if not all, of the motor spirits produced by 
the Standard were sold back to the Midwest to be blended with the 
gasoline produced by the Midwest. At the Greybull plant the 
Burton Process stills were operated by the Midwest Refining Co. 
on a " customs " or royalty basis, of a fixed price per barrel for run- 
ning the distillates. 

The crude oil consumed at the Casper plant of the Midwest Refin- 
ing Co. is largely purchased on contracts, and is paid for on the basis 
of the return for the finished products obtained from refining the 
same, after deducting transportation, refining, and marketing ex- 

Jenses. If the Midwest Refining Co. had operated this Burton 
Vocess plant on a royalty basis at the Casper plant, the producers 
having such contracts for the sale of their products would, so long 
sis the original contracts were in force, have benefited by the higher 
yield for refined products. For example, yield statements reported 
by the Midwest Refining Co. for its Casper plant, and by the Stand- 
ard Oil Co. (Indiana) for its Burton Process pressure stills at 
L. Casper, show that in 1919 the ordinary refining methods produced 
4.4^1.87 per cent of gasoline and naphtha, while when the yield from the 
^ Burton Process Sills is added the yield is 45.69 per cent; however, 
this gain is partly offset by a heavier refinery loss. The refinery loss 
^ in the first instance was 4.55 per cent, and for both plants it was 6.09 
per cent. 
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Prior to 1920 the Standard Oil Co. (Indiana) had in no instance 
leased or erected Burton Process plants in connection with any 
refineries, other than those of the Midwest Refining Co., except where 
such companies were former subsidiaries of the Standard Oil Co. 
(New Jersey) or were partly owned by Standard interests as in the 
case of the Tide Water (jil Co. The operation of the Burton 
Process in connection with the plants of the Midwest Eefining Co. 
has, as shown above, doubled the yield of motor gasoline obtained 
from the crude run through these refineries. Such operation has 
been profitable to the Midwest Eefining Co. and has materially in- 
creased the output of motor gasoline. These Burton Process plants, 
which have been erected by the Standard Oil Co. (Indiana) in Wyo- 
ming, have not been competitors of the Midwest Kefining Co. in the 
purchase of crude petroleum or in the sale of refined prooucts. 

Distribution of refined products. — As stated in section 11, the 
Midwest Eefining Co. has nejver distributed its gasoline and kero- 
sene directly to the consumer, but has sold most of its refined prod- 
ucts to different members of the Standard Oil group. In his testi- 
mony before the House Committee on the Public Lands, Sixty-fifth 
Congress, second session, Verner Z. Reed, representing the Midwest 
interests, testified on February 20, 1918, as follows : 

I don't think there is any association between our companies and the Stand- 
ard, except the economic relation that would naturally follow because they 
operate certain branches of the oil business that we do not operate and can not. 
I am responsible for that. In 1910 I went to the Standard Oil Building, at 26 
Broadway, and I submitted to the late Mr. Moffatt — I don't remember his 
initials; he was then vice president of the Standard Oil Co. — a proposal for 
them to buy and distribute our refined oil through some of their associations. 
He said that it was a revolutionary statement ; that the Standard never bought 
refined oil from anybody, but that he would consider it, and his company could 
not buy it ; but he would meet some of them and recommend it. They do do 
that, because for us to have gone into the distributing business ourselves would, 
have cost us, I think, $30,000,000 or $35,000,000; and we are like the negro who 
was asked for the loan of a $5 bill ; " We thank you for the compliment, but 
we havn't got the money." [Laughter.] We sell that oil largely to the Stand- 
ard Oil officials. That was-^t our request, our urgent insistence.- We have 
had a good many fights with them on various questions. 

While the Midwest Refining Co. has been active in expanding the 
refinery business, it has been content to sell its finished products to 
marketing companies. 

Sales of Midwest stock to Standard Oil interests. — In Janu- 
ary, 1917, Verner Z. Reed, a large stockholder in the Midwest Refin- 
ing Co., sold part of his holdings to two Canadians, W. J. Hanna 
and H. S. Osier. The former was a director and the latter, since 
January 1, 1919, attorney for the Imperial Oil Co. (Ltd.), a subsid- 
iary of the Standard Oil Co. (New Jersey). Mr. Reed explained 
the object of this sale to these men in a letter written to the Equita- 
ble Trust Co. of New York, dated January 7, 1917, as follows : 

In accordance with your request communicated through Mr. Bahcock, I sub- 
mit for your files and information this brief statement of the facts leading up 
to the sale of 30,000 shares of stock to Mr. Hanna, of Toronto, which sale was 
intended to include 8,000 shares of the stock held by you in trust under the 
two trust agreements made by me and Mrs. Reed, respectively, and as to 
which I have furnished you with the joint requests of Mrs. Reed, Miss Margery 
Reed, and myself in accordance with the terms and conditions set forth in the 
said agreements of trust. 
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, The Midwest Refining Company is the owner of a refining plant at Casper, 
Wyoming, at which plant it refines crude oil taken from the Salt Creek oil 
field of Wyoming, and disposes of the gasoline and other by-products of its 
refining on the market. It is also the owner of an oil refining company situated 
at Greybull, Wyoming, which the Midwest Refining Company acquired control 
of from other interests after it had been financed and partially constructed. 
The Midwest Refining Company has a limited market. Most of this market 
is dependent upon sales made by it to the Standard Oil companies. The refin- 
ing company is also the owner of stock in various producing companies, and in 
order to protect its very limited market has been compelled to control as far as 
possible, by contracts with oil-producing companies, the crude oil of a num- 
ber of different districts in Wyoming. 

On account of the limited character of the market for its products in a 
sparsely settled country, it has become Important, if it can do so legally, to 
prevent the building of other refining plants within its territory, and is doing 
all that it legally can do to prevent such competition. Some of the Standard 
Oil companies have entered the Wyoming oil fields and acquired leases and 
other contracts and titles to oil-producing territory, and as the oil from these 
fields has grown in production, it has become advisable for it to part with some 
of its stock to strong and experienced oil men, whose ahUitpj experience, (md 
influence in the oil toorld loould strengthen the position of the Midwest Re- 
fining Company in its territory and other territory. The condition of the titles 
to oil leases in Wyoming have been rendered speculative by withdrawal orders 
and active opposition of the Government at Washington, and by the creation of 
naval reserve and by conservationists who oppose the opening of any of the 
public oil domain of the United States by private owners or investors. The 
stock is not listed on the New York Stock Exchange, and is only dealt with on 
the curb, and the market is extremely narrow as your company is aware of 
the fact that the sale of a few hundred shares at a time would break the 
market and result in panic. Deeming it advisable to turn a large block of my 
stock in this company into cash, as well as to conserve the remainder of my 
holdings in the refining company by interesting strong, experienced men, 
ftnancially and otherwise, who are to be put in control of the affairs of the 
company, I entered into a contract with Mr. Hanna, representing such interests, 
whereby I gave an option of my own and such trust stock as I .might desire to 
dispose of at a price of $40 per share. This price was arrived at after days 
of close trading and estimates of values, and I be ieved at the time, and now 
believe, that it was a wise sale. At the same time, and in connection with this 
option, and as one of the conditions of the option it was required that these 
parties should purchase a sufficient amount of stock to put them in practical 
control of the operations of the refining company. The very large block of 
shares^, and many much larger than I am disposing of have been acquired, and 
I am advised, at the same price, by Mr. Hanna and his associates. ♦ * ♦ " 

Messrs. Hanna and Osier acquired other stock from some of the 
French stockholders and secured a total of more than 110,000 shares. 
Later these holdings were quite widely distributed. 

As already stated, the Standard Oil Co. (Indiana) has acquired 
during 1920 a substantial holding of Midwest Refining Co. stock. 
According to Col. R. W. Stewart, chairman of the board of directors 
of the Standard Oil Co. (Indiana), certain stockholders of the 
Midwest Refining Co. have offered to sell the Midwest property to 
the Standard Oil Co. (Indiana) on several occasions. During the 
summer of 1920, certain officials of the Midwest decided to dispose 
of their holdings in the Midwest Refining Co., and gave the Stand- 
ard Oil Co. (Indiana) the first opportunity to purchase the stock. In 
case the Standard Oil Co. (Indiana) did not purchase their interests, 
other oil companies would be offered the holdings. 

The Standard Oil Co. (Indiana) authorized the New York Trust 
Co. to exchange its treasury stock for the stock of individual stock- 
holders of the Midwest Refining Co. on the basis of one share for 
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four. In order to consummate the exchange not fewer than 125,000 
nor more than 250,000 shares were to be acquired. The Midwest 
Refining Co. reported under date of December 21, 1920, that a total 
of 205,053 shares of Midwest Refining Co. stock had been exchanged 
for the stock of the Standard Oil Co. (Indiana). This gives the 
Standard Oil (Indiana) about 33 per cent of the total number of 
shares issued. While the Standard Oil Co. (Indiana) has less than 
50 per cent of the stock issued, yet its holdings, according to Col. 
Stewart's oral statement to representatives of the Commission, which 
opinion is shared by T. A. Dines, vice president of the Midwest 
Refining Co., will give it control of the management of the Mid- 
west Refining Co. so long as it is managed in the interests of the 
stockholders. 

Significance of the acquisition by the Standard Oil Co. (Indi- 
ana). — It has been shown in the preceding sections that the Mid- 
west Refining Co. is the largest factor in the production, transporta- 
tion, and refining of crude petroleum in the State of Wyoming, and 
that the second most important factor, in each of these branches, is 
some member of the Standard Oil group. The acquisition of 205,053 
shares, or about 33 per cent, of stock of the Midwest Refining Co. 
by the Standard Oil Co. (Indiana), has given control to the latter 
company and will in all probability discourage the development of 
independent refineries in Wyoming. 

The. position of the Midwest in the marketing of refined products 
will be greatly stren^hened, as this company has no marketing fa- 
cilities of its own wmle the Standard Oil Co. (Indiana) has one of 
the largest marketing organizations in the country and maintains 
distributing stations throughout 11 States. The Standard Oil Co. 
(Indiana) will benefit by the control of crude petroleum production 
which had been acquired and by the production of refined products 
bv the Midwest plants. At the present time the Standard Oil Co. 
(Indiana) markets approximately 16,000,000 barrels of motor gaso- 
line annually, while it produces only about 11,000,000 barrels. 

CONDITIONS OP COMPETITION. 

Section 14. Conditions of competition in the Wyoming oil industry. 

Conditions of competition in producing and marketingt crxtde 
PETROLEUM. — During 1919 Wyoming production was largely con- 
trolled by two interests, viz, the Midwest Refining Co.. and the 
admitted Standard Oil companies. The Midwest Refining Co. con- 
trolled almost 65 per cent of the entire production of the State. As 
already shown, this control was largely due to production obtained 
through contracts which terminate January 1, 1934. The owned pro- 
duction of the Ohio Oil Co. was almost 17 per cent of the total for 
the State, while the total production lifted by it was about 27.5 per 
cent of the total. These two companies, therefore, controlled approx- 
imately 92.5 per cent of the total production of the State during 1919. 
This control of production would make it difficult for an independent 
refiner to secure an adequate supply of crude petroleum. 

In the marketing of crude petroleum purchased at open market or 
posted prices the Midwest Refining Co. and the Ohio Oil Co. are the 
only companies that regularly purchase crude from the producer, 
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and their posted prices are the prices at which crude oil not under 
contract is purchased. In some of the new fields there is but one 
posted price — that of the Ohio Oil Co. The Ohio Oil Co. in turn 
sells a large portion of its crude production and crude purchases to 
the Midwest Kefining Co. 

The Imperial Oil Co. (Ltd.), at Regina, Saskatchewan, Canada, 
the United Oil Co., at Florence, Colo., both Standard companies, and 
the Utah Oil Eefining Co., at Salt Lake City, Utah, a subsidiary of 
the Midwest Refining Co., all secure crude from the Wyoming oil 
fields, but these companies make their purchases from either the Ohio 
Oil Co. or the Midwest Refining Co., and both of these companies are 
now admitted to be in the Standard Oil group. Hence there is no 
real competition between purchasers of Wyoming crude oil. As a 
result the price of crude at the wells during the last few years has 
been low compared with crude of similar quality produced in the 
Mid-Continent Field. The high freight rates to eastern and south- 
ern refineries and the small supply that could be obtained by an inde- 
pendent refiner preclude the possibility of competition for the pur- 
chase of Wyoming crude by such refineries. 

Conditions of competition in pipe-line transportation. — There 
is no competition between the companies operating pipe lines in 
Wyoming, for no field is served by more than one company. At the 
present time the Salt Creek Field is the only field in the State that 
has a production sufficiently large to require more than one pipe line. 
The lines from this field are owned by the Natrona Pipe Line & 
Refinery Co., the Midwest Oil Co., and the Midwest Refining 
Co., but all are operated by the Midwest Refining Co. Although not 
required to do so by State law, the Illinois Pipe Line Co. operates 
as a common carrier, and its tariff rates cover both gathering and 
transporting, and they compare favorably in cheapness with those 
charged in other fields. 

Conditions of competition in refining. — The Midwest Refining 
Co. is the dominating factor in the refining business of Wyoming and 
the whole Rocky Mountain region. At the present time the capacity 
of its three refineries is 60,000 barrels per day out of a total of 75,500 
in the entire Rocky Mountain region, incluaing Saskatchewan, Can- 
ada, while at the present time the companies admitted to belong to the 
Standard Oil group have 68^50 barrels' capacity, or about 90 per cent. 
In 1917 the Midwest Refining Co. refined 81.3 per cent of all the crude 
oil refined in the Rocky Mountain region, in 1918 its percentage was 
91.7, while in 1919 it refined 85.7 of the total. If the consumption of 
other members of the Standard Oil group are added to that of the 
Midwest and its subsidiary, the percentage for 1919 is 95.3 per cent. 

This dominating position was largely acquired through the acqui- 
sition of refining plants built by others. In 1914, at the time of its 
organization, it acquired the pipe line and refining properties of the 
Midwest Oil Co. and the Natrona Pipe Line & Refinery Co. In 1915 
the GreybuU Refining Co. built a refinery at Greybull to run the 
crude produced in the Big Horn Basin. The minutes of the Mid- 
veest Refining Co. show that under date of October 26, 1915, the execu- 
tive committee approved the purchase of a refinery site at Chatham, 
Wyo., the terminus at that time of the Illinois Pipe Line Co.'s line 
from the Grass Creek Field. A month later the board of directors 
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authorized the purchase of the plant of the GreybuU Refining Co., 
and by April 25, 1916, the Midwest Refining Co. owned all of the 
common stock and all but 16,000 shares of preferred stock, and on 
June 30, 1917, the board of directors voted to purchase the remainder 
of the preferred stock. The remaining preferred stock was pur- 
chased and on August 14. 1917, the stockholders voted to dissolve and 
terminate the Greybull Refining Co. 

In 1917, 50 per cent of the common stock of the Utah Oil Refining 
Co. was acquired by the Midwest Refining Co. Prior to the war, the 
Utah Oil JRe^ning Co. had been operating on refinery "tops," 
i. e., unfinished naphtha distillate, secured from California. During 
the latter part of 1917 and thereafter this company was unable to 
secure a siipply from California owing to the war demands on the 
California industry, and the Utah Oil Refining Co. attempted to se- 
cure crude from the Salt Creek Field and the fields in southern Wyo- 
ming. According to the president of the Utah Oil Refining Co. the 
Midwest realized that either the Utah Oil Refining Co. would have 
to be acquired or a refinery would have to be built on the Union 
Pacific Railroad to operate on the production in Carbon and Albany 
Counties. 

The policy of the Midwest Refining Co. in acquiring refining plants 
built by other companies was set forth in a statement made by Verner 
Z. Reed, at that time a large stockholder in the Midwest, in a letter 
(dated Jan. 5, 1917) to the Equitable Trust Co. of New York, which 
was as follows : 

The Midwest Refining Company is the owner of a refining plant at Casper, 
Wyoming, at which plant it refines crude oil taken from the Salt Creek Oil 
Field of Wyoming, and disposes of the gasoline and other by-products of its 
refining on the market. It is also the owner of an oil-refining company situated 
at Greybull, Wyoming, which the Midwest Refining Company acquired con- 
trol of from other interests after it had been financed and partially constructed. 
The Midwest Refining Company has a limited market. Most of this market is 
dependent upon sales made by it to Standard Oil Companies. The refining 
company is also the owner of stock in various producing companies and in 
order to protect its very limited market has been compelled to control as far 
as possible, by contracts with oil-producing companies, the crude oil of a 
number of different districts in Wyoming. 

On account of the limited character of the market for its products in a 
sparsely settled territory, it has become important, if it can do so legally, to 
prevent the building of other refining plants within its territory, and is doing 
all that it legaUy can do to prevent such competition. 

With a large proportion of the crude petroleum production in 
Wyoming controlled by the Midwest Eefining Co. through contracts 
which run until 1934, and with the Ohio Oil Co. and other Standard 
companies in control of most of the remaining production, the ques- 
tion naturally arises, How can any independent refining company 
become a factor in this section and what possible opportimity is there 
for future competition? 

Huston Thompson, Chairman. 

Nelson B, Gaskill. 

John Garland Pollard. 

Victor Murdock* 

Gomnmaionera. 
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